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Economics rule ^ 


I must interpose in the debate on racial 
discrimination in Singapore |REVIEW, 
Letters, Dec. 8,83]. While it is not the po- 
licy objective of the ruling People’s Action 
Party (PAP) to treat its racial minorities as 
“sacred cows,” it is neither its pre-occupa- 
tion to impose a tyranny of a Chinese 
majority in multiracial Singapore. The 
government's priority, if my experience is 
any guide, has almost always been to let 
economics take command and politics 
take a back seat. 

In general, there are two approaches for 
promoting racial harmony and social 
peace in the republic. One is for the gov- 
ernment to assume the primary role as a 
wealth distributor, a cause championed by 
lone opposition MP (and leader of the 
Workers' Party) J. B. Jeyaretnam. This 
policy direction, hopefully will ensure that 
every citizen gets his fair share of the na- 
tional pie. Apparently, however, the idea 
has been rejected by the PAP leadership 


Singapore festival: pragmatic choice. 


which fears it might have smothering ef- 
fects on growth and prosperity. 

The second approach calls for the gov- 
ernment to be both a wealth generator and 
a waste reducer, while providing for basic 
social needs in a multiracial environment. 
The multiple effects and the externalities 
arising therefrom consequently will al- 
leviate much of the social ills and racial 
grievances which otherwise would have 
either remained irreconcilable or, even 
worse, degenerated into a_ political 
timebomb in a less-dynamic economic en- 
vironment. Channelling the energy of the 
people to produce economic plenty is pre- 
ferable to diverting it to foster political 
acrimonies. This let-economics-take-com- 
mand strategy provides for Singapore's 
continuity as a viable entity and represents 
a pragmatic choice for the resource-poor 
island. The productivity campaign and the 
Medisave plan are its latest manifesta- 
tions. 

There will always be some discrimina- 
tion when scarce resources are allocated, 
in any society. But if the government sets 
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Elegant and stately, the Goodwood Park stands in a 
class of its own. 

The guest list has included royalty and heads of state. 

Little wonder when you consider few hotels in 
Singapore today have old world charm and splendour. 

Whether it's the Brunei Suite in the tower with its 
private lift, or the deluxe suites, luxury predominates. 
All the other rooms in the Goodwood are just as 
tastefully decorated and spacious. 

The Goodwood has ten restaurants (offering 
Continental to Japanese cuisine) and cocktail lounges, 
two pools to splash in and six hectares of gardens to 
wander rur n All this in the heart of the city. 
Sounds exactly right for you. 
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its priority wrongly — and instead concen- 
trates its highly trained manpower to up- 
rooting every social or petty economic 
grievance for every ‘Justice for All’ — the 
country would soon go bankrupt. And if 
that should happen, I shudder at the 
thought of the social consequences. Singa- 
pore’s Darwinian struggle for survival, as 
highlighted by Lincoln Kaye's article [Sur- 
vival of the fittest, REVIEW, Dec. 3, '83], 
dictates a policy priority for an ongoing 
discipline in fiscal and monetary matters. 
If critics are concerned that the pursuit 
of profits and waste reduction may blur 
the government's sense of social responsi- 
bility, there is always the by-election to 
kick the PAP into action. Perhaps in the 
coming general election, the PAP, as a na- 
tional movement, would not be averse to 
putting up some candidates from the 21-33 
age group. Indeed, the young voters — 
constituting the largest voting block and 
having the greatest stake in Singapore's 
future — have the right to be adequately 
represented in the next parliament. 
Downsview, Ontario JAY H: 
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Dubious delay 

Because Asghar Khan's book, Generals in 
Politics: Pakistan 1958-82, is banned in 
Pakistan, distribution of the REVIEW's 
issue (Nov. 3, '83) which carried Husain 
Haqqani's critical appreciation of the 
book was delayed for more than a month. 
This time presumably was required for 
censors to satisfy themselves that Haqqani 
had faithfully projected the government 
line. In his effort to do this, Haqqani tried 
unsuccessfully to review Asghar Khan 
rather than his book, conveying little of 
what the work is really about. 

The REVIEW might do better in future 
to ask Pakistan's Ministry of Information 
to write for it. I am sure it would be happy 
to oblige and would save the REVIEW the 
trouble of getting the government's views 
second hand. 
Abbottabad, Pakistan AMINA ASGHAR KHAN 


e Husain Haqqani replies: Generals i 

Politics is a political autobiography and 
therefore it is difficult to review it without 
reviewing the author. It is unfair on the 
part of Amina Asghar Khan to say that any 
criticism of her husband is necessarily an 
endorsement of Pakistan’s military re- 


gime. 


The facts on Labuan 


K. Das’ biased attitude is evident in his re 
port on the proposal to make Labuan is 
land a federal territory [REVIEW, Dec. 8 
'83]. He clearly sided with the oppositio 
Democratic Action Party MP for Sand: 
kan, Fung Ket Wing, over his unsubstai 
tiated allegations that Sabah Chief Min 
ter Datuk Harris Salleh would stand 
benefit personally from the proposal. 
From the facts available, I would s 
that not Harris but Fung is the one und 
fire for his serious but unsubstantiated a 
legations that Harris owned 70% of the i: 
land and his call for the state governmen 
to issue a land-acquisition order to cova 
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Tata Electric Companys coal-fired Unit #5, Trombay, India. 


More than 20 years ago, C-E began helping 
India reach its energy goals. 





One goal: national electrifica- reliance in the manufacture of pendence and a better standard 
tion. And India, with help from steam generating equipment. of living. 
Combustion Engineering, has This includes equipment for the For more information about 
achieved one of the world’s country’s first 500-MW coal- our equipment, services and 
highest growth rates in electric fired power station—an impor- technologies, and a listing of 
power generating capacity. tant step toward another goal: our offices, write: Combustion 
It was 1959 when the first more self-sufficiency in fuel. Engineering, Inc., Dept. 7004- 
of India's modern-day C-E utility In projects like these, you 295, P.O. Box 9308, Stamford, 
steam generators was ordered. can see the results of mutually CT, USA 06904 


In 1971, C-E signed a long-term beneficial relationships between 
Technical Assistance Agreement Combustion Engineering and 


: with Bharat Heavy Electricals some 80 countries around the LE COMBUSTION 
Limited which, through transfer ^ world. They show C-E's strong ENGINEERING 
of the latest technology, hasena- ^ commitment to helping nations 


| bled India to reach its goalofself- ^ achieve greater industrial inde- Energy Technology. Worldwide. 
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ung made his accusations in par- 
nt, in the absence of Harris, he was 
nged by others to repeat them out- 

he chamber without the protection of 
arliamentary privilege. I understand that 
rris sent a long telex message to the 
peaker protesting that Fung had misled 

























‘he owned not 70% but just under 1.7% of 
the island. In accordance with parliamen- 
ary procedure, Harris himself made a 
ment in parliament challenging Fung 
O substantiate his accusations, withdraw 
‘them and apolog 
leading it or repeat them outside parlia- 
ment so he could take recourse to legal ac- 
ion to.clear his name. 
Das failed to mention that Fung did not 
riseto the direct challenge posed by the 
ief minister. If Fung genuinely believed 
he is right and Harris has got his figures 
wrong, then surely he would have un- 
*7-'tatingly agreed to repeat his accusa- 
| utside parliament. There was no 
ancition of the statement by Harris that if 
‘Fung should fail to substantiate his accusa- 
‘tions then Pee should “punish him 





The reality, 1 believe, of the Cambodia 
situation is tha ith 
" tion | war the Ca n 
"Sj ation, ri 















analis community at P 
3 | t Royal Highness, our Cambodian 
people have spent five years under Viet- 
 .amese occupation as you have enm- 
deavoured to obtain foreign-troop with- 
val and self-determination for our na- 
on by travelling around the world seek- 
mB to enlist support. 

Although occassionally you are seen 
: congratulating our freedom fighters in 

Cambodia's liberated zones, most of the 

time you are outside the country. Your 
. people need you with them: sharing their 
. efforts and suffering in the struggle; shar- 
ing their pride and joy in their victories. 
ou cannot imitate Gen. Charles de 
jiulle who effected the liberation of 
France. from London — there will be no Al- 
lied Normandy-style landing for Cam- 















estore you to power in Phnom Penh in the 
former governor-general Bollaert ap- 
M Bao Dai to Ed ane first 





he house by making a false statement, as- 


gise to the house for mis- 


for E UN and abusing its 
* privileges.” > | 
Kota Kinabalu ABDUL HAMID AWANG 


| genuine. libera- 


jodia. You cannot expect Hanoi to 


cherished you and, through you, held out 


| your own earlier exampl e when you com- 








you attended, 


manded the Samakke operation in 1953 


putting. the Vietminh intruders to rout. 


You will not liberate Cambodia just be- 
cause world leaders welcome you as a 
head of state. Weapons are the first prior- | 
ity, and you must show your ability and 


your will to use them. 


. Please respond to the expectations of 
our people. by personally leading the 
armed struggle on our soil. Insti] Cambo- 
dian unity inside the country, stir up the 
masses and raise them against the oc- 
cupiers at whatever cost. Cambodians will 


respond that they are not a pitiful people | 
to be appeased by a vote at the United Na- | 


tions. — | 

On the fifth anniversary of the over- 
throw of Pol Pot, the monster, these are 
supplications of a people who 


a great deal of hope for their country — à 
people whose belief in you is becoming 
less and less. Unless... .* 


Montreal PEN NEAROVI 


States and sovereignty 


Richard Hughes, in his article advocating 
the federation of Australia and New Zea- 
land [REviEW, Dec. 8, '83], has, I submit, 
perhaps missed the point. Something that 
has caused considerable trouble in Aus- 


tralia ever since federation is the tendency 





by successive federal governments, aided 
betted by the courts, to reduce the 


sov reigi powets 3 pe the states and in- 










rovia. The duration of service is two years [renewable]. 
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UA CON TROLLER - 
West Africa Rice Development Association 
Monrovia, Liberia 


Applications are invited from suitably qualitied candidates for this post at the Association's headouarters in 


DUTIES: The incumbent will be responsible for further developing and managing the Association è budgeting, finance, ae- 

counting and control sections and for advising the Executive Secretrary on: 

@ development of policies and plans governing the financial operations of the Association ine esting the: drafting of amorid- 
ments tg financial procedures and WARDA's Financial Rules and Regulations; 


€ action on unusual financial problems raised as a result of the introduction of new. programas. oF af non ‘observer ne at 


@ preparation of monthly and yearly accounts, including final accounts to be submitted for, audit, and aii nanc tenorfe- 
cash flow analyses, review of expenditures and commitments against budgetary aliitments, statistical analyse ; 
 8ttivities of the Association (personnel, procurement and financel for the use of WARDA management 


e preparation of the biennial budget and compilation of the entire budget of the Association for presentation to the Govern 


* finalizing monthly budget reports and ensuring prompt submission of claim vouchers to donars for reimbursement 


QUALIFICATIONS AND REQUIREMENTS: Post Graduate Universi ty Degree or equivalent certification in Accounting fram an. 
intermationatly recognized institution. Ten years professional experience m senier posts m the budgeting andae 
fields at a national or international level. Familiarity with computerized accounting practices, with: perticular g 
budgetary accounting, Experience in devising and installing accounting procedures and related report mg : 
visary experience and ability to draw up effective work programmes. Full working knowledge of English and Frenc h ani wor 


i : CLOSING DATE: Applications supported by a full curriculum vitae and/or completed Personat Histan 

- .should reach the Personnel ur WARDA, P.O. Box 1019, Monrovia. Liberia by January 31, 1984. À « 

. application should. be sent also tp to Management Adviser, CGIAR Secretariat, World Bank, 1818 H Sreet 
D. 
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had power tó stop the construc jf 
dam within the state of Tasmania on 1 
basis of the external affairs power in | 
Australian Constitution simply beca 
the federal government had been a signa 
ory to an international treaty. 
The attitude of the High Court and th 
federal politicians is such that any othe 
nation contemplating federation 
Australia would have to be content w 
throwing away its sovereignty. I am s 
that would be the last thing on the mir 
of the New Zealand electorate. 
GRAHAM MC 


























Sydney, NSW 





Andrew Tanzer's article on the u 
elections in Taiwan Mas ed TE 


wives of key Küohslung € : 
Jung-shu, Li Lichen and F 
Tanzer suggests that the elec 
housewives © ona vote of 


Tangwai movement, as 
wives" would put ^unqualif 
figures in the L egislative Yuan in: 
effective legislators.” But Tanz a 
no information as to what mal e 
| women unqualified for office, or unlik 
to be effective legislators. Th ei 
left with the unfortunate impression th 
is simply their occupation wh 
the women reri for: rpo itic 
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seeks RESEARCHER to work on South or Southeast Asia 


The Research. Department of the International Secretariat Sooke a Researcher for i inves- 
tigating human rights violations in South or Southeast Asia and identifying the meansto en- 
sure protection of human rights within Amnesty International's mandate. Candidates should | 
have sound knowledge and experience of either South or Southeast Asia, especially its poli- 
tical and legal background. The ability to seek out and evaluate information objectively, : 
good political judgment and an ability to communicate well in English. both orally and in writ- 
ing are essential. 


Candidates with experi ence and qualifications on either South Asia (Afghanistan, 
Bangladesh, India, Pakistan and Sri Lanka) or Southeast Asia (Burma, Kampuchea, Laos, 
Malaysia, Singapore and Thailand) are invited to apply. For South Asia, legal qualifications 
and/or knowledge of Farsi, Hindi or Urdu would be an asset. For Southeast Asia, knowledge _ 
of a local language would be an advantage. 


Candidates will be required to work with new technology according to the app 
ment. 


2n " Salary: £9 ,030 p.a. (index-linked). 


Lom 6 For a detailed job specification and application form please contact the Personnel Office, 
Amnesty International, International Secretariat, 1, Easton Street, London, WC1X 8DJ, en- 
closing a stamped/self-addressed envelope. 


. Closing date for receipt of application forms: 24 February 1984. 
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SRI LANKA 
INDUSTRIAL DEVELOPMENT PROJECT 
MINISTRY OF INDUSTRIES AND SCIENTIFIC AFFAIRS 
PROGRAM TO IMPROVE PUBLIC ENTERPRISE PERFORMANCE 





The above Project sponsored by the World Bank requires the services of two Chief Advisors 
with qualifications and experience stipulated below to assist the Ministry of Industries and Scientific Affairs, 
Sri Lanka and its Public Enterprise cell in carrying out activities outlined in an approved Implementation. Plan. 
t The. Posts carry à very attractive remuneration and the salary payable i is negotiable with the successful sobica. 







24 - The Period of employment shall be two years and the selected 
C s applicant s should be ready to take up appointment immediately. Please send a detailed C.V. to the undersigned. 










A. Advisor on Corporate Plans and Firm- Level Assistance: 


Qualifications: Should possess a degree in industrial economics or corporate finance and management, with at least. E 
| ten years of experience in public sector enterprises in countries similar to Sri Lanka. | 2 
The advisor should have wide experience with corporate planning i in public enterprises, and well versed ` 

the various functional areas of industrial management eg. finance, marketing, production, personnel and: investmen oes 








B. | Advisor on System of Controls, Signalling and Private Participation. 


jualifi cations: Shoul id. possess a degree in industrial economics or business administrati ion, and at least ten years experien 
| peed oo s aftncting enterprise performance and efficiency, i in situations i to pentane of Sri Lanka. The ad 







A.A. Justin Dias 
SECRETARY 


MINISTRY OF INDUSTRIES AND SCIENTIFIC AFFAIRS 
48, Sri Jinaratana Road 

Colombo 2 | 

Sri Lanka 
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If the Year of the Dog g 982) was- s also the | year of bond markets and 
"| the Year of the Pig (1983) that of equities, what of 1984 — the Year of | My jl 
the Rat? With interest ralos still highly volatile, bonds are unlikely to | | premature 
` be exciting, but selected equity markets still offer scope for solid | ranking Malay 
qs And the Rat Year — a nervous one for markets generally — is - i 
_ likely to see some substantial (and. potentiali ly pronn le) swings in | 
. major currency rates. The REViEW's Where to Put Your Money feature | Page 50 





















again examines a host of portfolio investment strategies for the New . ane: 
Year. Pages 56-66 — | put togath 


| -— : it the stalemate 


Stars of the silver screen wrangle 
n sout ern indian. yolitics, while 

hi, feminists air their 
gs ove renew law deal- 
th fec 









Page 14 

; Preparations are 
"under way for 
y zhao -Ziy sS 
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| Vietnam' S economic liberalisa- - 
tion is given further impetus by | Kore C 
the ruling communist party, but | | policymakers strike a note of op- 
there are warnings against | timism with their overhauled fifth 
| capitalist deviation. | five-year plan. 





. "Page 16 
` Brunei's independence was rung 
.. in with the New Year — but cele- 
^ brations were low key. 
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p National 
ront coalition was returned to 
ywer in the state's fourth gen- 
al election held on December 
29. winning all but-four of 
state assembly's 48 seats. 
he Sarawak National Party an 
owedly multiracial party and 
rt of the front but contesting 
seats under its own banner, 
on only eight seats — mostly 
against former colleagues now 
the breakaway Parti Bangsa 
Dayak Sarawak (PBDS). The 
BDS. also considered part of 
front but contesting seats in 
| Own right, won six assembly 
cats, making an explicitly ra- 
jal appeal to Sarawak's non- 
Malay indigenous peoples, who 
make up 46% of the state’s 
‘population. 
~The front’s dominant Parti 
Persaka Bumiputra Bersatu 
won 19 seats and the coalition's 
Other partner, the Chinese- 
lominated Sarawak United 

























































our remaining seats, 
JAMES CLAD 


South Korea still looks 
orth despite jet disaster - 


with Korea will push ahead 
th its Look-North policy in 
984, meaning it will continue 

to develop rapproche- 
with the Soviet Union 
d Peking. Speaking at a year- 
d gathering of international 
v specialists, Foreign Minis- 



















t downing of a South Ko- 
airliner on September 1, 
83, should not deter Seoul 
m seeking its policy objec- 









divided parts of Korea by 
ajor superpowers, including 
e United States and Japan. 















More than 200,000 South Ko- 
and American troops will 
ld a two-month military 
ise beginning on Feb- 
l as part of continual test- 
of their ge iie pre- 












ee Won Kyung said the | 


of a “cross recognition" of | 





People's Party, won 1l. Inde- T 
endent candidates won the 


e unfortunate incident 
ould not affect the basic 
gn policy.” said Lee. — 

s o 9 SHIM JAE HOON 
| and Washington 
1 military exercises 





A il that. 


(i RR 


exercises and redeployment of 
will raise tensions. 


have in the past. 


i Pyongyang alpay el 
minister to save face - 
. North Korean President Kim ll 
|Sung will 
“Foreign Minister Ho Dam with 
Kim Yong Nam, the North Ko- | 


,Ho, who has been Pyongyang s 


"numerous deputy premiers for 


radio said. Ho's replacement is | 


has detained a group of 13 Ira- 
nian men, ranging in age from 


' European countries, arrived in 


and the other from Bangkok. 


rorist mission, immigration of- 


participate in the exercise — 
involving army, navy and air | B 
force personnel on both sides! 
— will comprise those from the | 
US mainland as well as from | 
thé US Pacific Command, The | 
manoeuvres will be divided 
into three major phases — 
strategic deployment, field 








US forces to home stations i 
the US, North Korea, which 
was given prior notification, 
has objected that the exercises 
The UN 
Command spokesman did not 
say whether Pyongvang repre- 
sentatives have been invited to 
watch these exercises as HEN 


| Tan: unaccounted-for Y HKSZ billion. 


BMF sues Tan 
for US$138 million | 
Bumiputra Malaysia Finance 
(BMF) has filed claims for 
-USS$138 million against 
- head of Hongkong s failed Car- 
nan group, George Tan, and 
- seven of his private companies. 
The writs were issued on De- 









— SHIM JAE HOON 







shortly replace 
















rean Workers’ (communist) | cember 30, 1983. Earlier, BMF 
Party's international division | fi 1 writ neon, Carrian 
chief, Radio Pyongyang said. | Nominee for US$40 million, a 





sum which the finance com- 
| pany — a Hongkong subsidiary 
of the Malaysian Government- 
owned Bank Bumiputra 
Malaysia — lent as late as Feb- 
ruary 1983, after Carrian's fi- 
nancial problems had surfaced. 





minister and one of 


Wi "ign 







the past 13 years, will move to a 
new post in the state adminis- 
tration council or cabinet, the 








apparently aimed at presenting 
a new face to the outside world 
in the wake of the global 
backlash over the North Ko- 
rean bombing attack against 
South Korean dignitaries in 
Bapecon last October. 

^» SHIM IAE HOON 


Thirteen lranians held but 
"they are not terrorists' 


Hongkong Government 





prosecutor Warwick Reid said 
in October, after the arrest of 
Tan, that BMF was owed some 
HK $4.6 billion (US$589.7 mil- 
lion) by Carrian-related com- 
panies, including about HK$2 
billion which was unaccounted 
for. Tan is charged with mak- 
ing “false and misleading’ ' 
statements about certain prop- 
erty transactions in late 1982. 
— ELIZABETH CHENG 


Malaysia scraps 
In a surprise move, the Malay- 
sian Government has removed 
its subsidy for diesel fuel, effec- 
| tive from January 1. The sub- 
sidy (REVIEW, Dec. 29, '83) 
cost the Malaysian Treasury 












The. 










17 to 29, who arrived on De- | 
cember 28. The men. travelling 
on false passports from several 









two groups — one from Manila 






A i4th.man was released and 
went to Pakistan on January 1. 

Immigration officials, who 
describe the detainees only as 
“well- educated young Ira- 
nians," were still trying to find 
some way to deport them. Al- 
though there was speculation 
in the local press that the group 
came to Hongkong on a ter- 






lion) during 1983, 
. designed to help smallholders 
and fishermen it was abused by 
road-transport operators and 
traffickers selling fuel across 
the Thai border. 

In place of the subsidies — 


















s said there is no evidence - 









— : MIC HAEL SPECTER 


“the 


Hongkong assistant crown: 


M$500 million (US$128.7 mil- | 
and though 
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| March d to help "eun ab- 


pon Oil Co: The project 











sorb tep pie increase. Credit 








— JAMES CLAD 
South Korea a, Japan 
in joint oil sea 


Following seismic tests which 
showed signs of possible crude- 
oil deposits in the continental 
shelf between South Korea and 
Japan. the two countries are to 
jointly sink an offshore wildcat 


11 well there. Texaco has been 


selected by the South Korean 

side for the concession, along 

with. Lucky Ltd of the Lucky 

Goldstar group. which will 

have 10% equity. The Ja 

ese concessionaire will be: 

cost around US$10 million and 

work is likely to begin in May. 
— PAUL ENSOR 


Vietnam reports another 
record harvest | 
Vietnam's | food dire 
"more or less" reached ‘it 
target of 17. million (ncm in 


1983, the country's chief plan-. 


ner. Vo Van Kiet, told the Na- 
tional Assembly on December 
20. This was the second record 
harvest in a row, achieved de- 
spite the loss last year of about 


400,000 tonnes of crops to-in- 


clement weather. including 
threé major typhoons. Other 
areas of the economy also-did 
well, Kiet said. Exports rose 
17% despite the complete 
overhaul of export-import 
companies. 

— PAUL QUINN-JUD... 


Lee bullish on 
Singapore's growth 
Prime Minister Lee Kuan Yew, 
in his New Year message; pre- 
dicted a 7% growth rate for 
Singapore’s economy — “if the 
industrial countries continue 
their recovery and the world 
debt crisis is contained.” The 
forecast sharply contrasts with 
Lee's pessimistic prediction of 
4% growth in his 1983. mes- 
sage. which underestimated 
the economy's a tual perfor- 
mance by 3.295. — 
Protectionist trends in indus- 

trialised countries continue u^. 
threaten Singapore’ s exports, 
Lee said. But domestic con- 
struction, including a record- 


















breaking 48,000 units of public 


housing, will continue to bol- 


t ster the economy.  «— 





The call for.help . 
came from Solayel, 
Saudi Arabia. 

«+ Two cardiac 
patients needed 
. emergency surgery. 0 y | ui 

. But Solayel was a 700- mile. seach journey from the 

nearest suitable hospital in Riyadh. | 
Yet less than two hours after the request, the 
hs patients were under the care of medical experts. 
~The life-saving difference was a Lockheed - 
E Hercules — -equipped as a flying hospital fc y the Saudi 

Arabian Armed Forces Medical Services. It includes 
an intensive care unit, operating theater, examination 

.room/laboratory and reception room. — 
|». With its long range and ability to land on roug 
— «etrain, the Hercules has brought advanced n : medi 

aid to nearly (Dae Ces IIR. areas. — E 

















: Indonesias island of lava; abun the siz : of Greece, 
is. ees home to 100 million people. — 
Only 618 miles away lies Sumatra — witht le 


rtile, uninhabited land 







3 enty | 
were farm families could 






"But when Indonesia first launched its trànsmigra- 
gonel effort, the move was trau matic Wit ith ha oe 





V M Tesi S Pelta " Service operates six Us : 


ers to their homes i in a two-hour, air-conditioned hop. 





| installed. 


nu Super Hercules transports, and moves villag- 


















F ; transports i 
completed 389- x 
flights in one 

month. 1835 oe. 

flight hours, they 

a 21,616 passengers and 1,049,924 po nds of 

— to a new home. 


pees ae an poür p landing Wwe 91 passer agens, - 
Gabon's new L-100-30 Super Hercules was back in 
the air, packed with cargo. 

When Gabon's newest airlifter is ready for a role 
change, V eae seats are quickly inserted on pal- 
lets and a double lava tory and jotand cold gallev. 

























natur n resources, 5 and "ve Deor 
Perhaps Hercules car he p you. : 
Director of Internatio les, L 


Company, Zone 1, Marietta, GA 300€ HS LS: 
542642, Lockheed Mara. 








With General Electric (U. S A)* 
Professional Large Screen 







- With General Electric's (U.S.A) exclusive system for bright, 

-Sharp, professional-quality pictures, up to 25 feet wide, 

General Electric (U.S.A) Professional Large Screen Video 

Projectors are making presentations more dramatic, more 

productive, and more convenient. 

^. Whether videotape, live transmission, TV nouam or 

data direct from your computer, the pictures projected can 

^ be seen by everyone in the room, all at once, even when 

-toom lighting is provided so viewers can take notes and 

"refer to written material. 

=c. The color projectors show every viewer the same accurate 
color reproduction. An exclusive General Electric (USA) 

- System registers the colors for you, eliminating time- 

-consuming manual adjustments. 

- Portable and flexible, General Electric (U.S.A) projectors 

-are being used in a great variety of applications, including 

< both rear and front projection: Ask our applications experts 
whether yours can be added to the growing list, which 

includes: 


Education: Medical, dental, engineering, computer science IN ENGINEERING: General Electric (U.S.A) projector display 
computer-assisted design for Engineering Society of Detroit seminar 









































Aerospace and Ee. Situation diede simulator 
training. 

‘Entertainment: Theatre television, closed-circuit TV events, 

- overflow crowds, special effects. a 


Television Production: Backgrounds for news programs, 
Special effects, data display, program previewing. 

-Call or write: General Electric Company, Projection Display 
Products Operation, Electronics Park 6-206, Syracuse, NY 
13221. Phone: (315) 456-2152. TWX 710-541-0498 
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| THE BOARD ROOM at Mellon Bank, N.A, General Electric 


IN GOVERNMENT: General Electric (U.S.A) projector displays . > 
S.A) projector displays data for board review and discussion. amendment for Florida State Senate to inspect before voting. © 








| PRIVATE VISIT 
Three United States foreign policy 






>ar for a private visit tọ Laos, 
ietnam and Cambodia. The gi oup 


Dick Clark, and includes Tony 
Lake, director of policy planning at 















‘former president 
r, and Peter Tarnoff, 
er foreign service 

ithe executive director of 
jrid Affairs Council of San 
icisco. Tarnoff is also an adviser 
democratic presidential candidate 
Valter Mondale. Before leaving 
Bangkok the three were scheduled 

. to meet Thai Foreign Minister 

.. Siddhi Savetsila, the US 

nbassador John Gunther Dean, 
‘and representatives of the anti- 
Vietnamese Coalition Government 
of Tocmnosrate nu d 


7 Some United States officials Dave 
unkind comments to make about the 
state of Asean solidarity following 


- AFGHANISTAN | 
Muslim. ieee raided the main garrison 
in B and killed more than a dozen of- 








The are leader of the opposition. Doug 
" Anthony, announced he was resigning and 
ch ving parliament (Dec. 30). — |. 


Ep BANGLADESH" 
^ Authorities suspended voting in at least 17 
rural election centres across Bangladesh 










 &pwards of 150 people were injured in pru 


between supporters of rival candidates (Dec. 


28). Voting was suspended in seven more | 


election. centres when thrée people were 
killed and eight injured in clashes, official 
“sources said (Dec. 29). Four people died in 
new outbreaks of violence between suppor- 









Dec. 30). Seven Soviet diplomats and two of- 
cers left the country after being expelled by 
government, official sources said. Opposition 
leaders rejected an invitation by President H. 
M. Ershadto join talks aimed at returning the 
.. country to democracy (Jan. 3). 


UNEI 
The country gained full independence from 
. Britain, taking full responsibility for its sec- 
. arity and foreign affairs (Jan. 1). 


CHINA 

French President Francois Mitterrand for- 
mally invited President Li Xiannian and Pre- 
mier Zhao Ziyang to make state visits to 
France in 1984 (Dec. 29). The newly ap- 
















ecialists left Bangkok in the New 


ters of rival candidates in the rural elections. 


| the failure ofa US proposal to put 








“a combination of US, Japanese and 
T | Asean member states’ resources. US | 
"is led by former Democratic senator | 


| pointed British Ambassador 





together a financial-aid package for 
the ailing Philippine economy using 







analysts use the lack of interest by 

the Thais, Indonesians, Malaysians 
and Singaporeans i in the proposal as | 
evidence of an underlying disunity, | 





while Asean country officials 
|! describe this assessment as revealing 


à basic misunderstanding in 


Washington of the dynamics of 


Asean regionalism. 


| HOT SEASONS AHEAD 


| Underground P figures are 


vowing to make 1984 a year of 


intend to increase pressure on 
President Chun Doo Hwan to 


| active politics i in South Korea. They & 
| 


respond to their demand for more 


liberalisation. Leading the campaign 
for revision of the constitution and 
reinstatement of banned politicians 
will be Kim Young Sam, the former | 
president of the now-banned New 
Democratic Party. To confirm his 
still -considerable political strength, E 





to Peking. 
Richard Evans, was made a knight in the 
Queen's New Years Honours List. Deng 
Yingchao, widow of the late premier Zhou | 
Enlai and a member of the communist party 
politburo, invited the people of Taiwan to | 
study, lecture or work on the mainland (Jan. | 
I). | 


INDIA ` E 
An E indian team arrived n An- 
arctica to establish the nation | 
nent scientific station on the frozen continent, 
it was "i e Sio 7o 








 Süzawak S National Front esialition Was re- ` 


turned to power in a state assembly election 
(Dec. 30). Two rival breakaway factions of. 
the Communist Party of Malaya merged to | 
form the dew Communist Party of Malaysia. 
the Bangkok Post reported (Jan. I | 











NEW ZEALAND 


Prime Minister Robert Maldon was made 
a knight i in the Queen's New Year's Honours 
List (Jan. I). 


NORTH KOREA 


. Leader of the Cambodian e Prince | I 
Nerodom Sihanouk met President Kim iE 


Sung in Pyongyang, the North Korean Cen- 
tral News Agency said (Dec. 29}. — 


SINGAPORE 


Lone opposition MPJ, B. Jeyaretnam went 


oon trial charged with making a false statement. 


about his debt-ridden n party, oh fu nds is (Dec. 28). 


irst. perma- | 


| refuge in Thailand, the 


| Chart T! 








Kim recently held a year-end ` 
gathering for local supporter 
rose to prominence from | 
| oblivion in early 1983 by hok 
pcd SUAE strike. 


























In major ‘government changes this ~ 
year, including an early cabi et 
reshuffle, Tan Sri Abdullah | ! 
chairman of the Ma 
beide. oe ati 













December consti 
which has apparen 
Minister Datu 
Mohamad ret 
reshuffle o 
service and p 
well.as in the c: 
expected tob 7 











SOUTH KOREA - 















was found guilty of f accepting gb. 
tenced to seven years’ imprisonment | 
fined US$102:000 by a Seoul court (Deg: . 
Yoon. ana ight.or í 










































minis er fied. across the 


Sitthi Jirarote said in à report broader 
Radio Thai and (Dec. 30). The oppo: 
ed notice that it will try to! 

ple the coalition government of Prime Mini 
ter Prem Tinsulanond when par Hament cone 
venes in January (Dec. 31). 
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Preparations under way for Zhao's history-making trip 





By Robert Manning 


Washington: There are times in the busi- 
ness of diplomacy when symbol is also 
substance, and it appears that the January 
10 visit to the United States by Premier 
Zhao Ziyang — the first such visit sche- 
duled for a Chinese premier — will serve 
both ends simultaneously. Like former 
US president Richard Nixon's trip to Pe- 
king a dozen years ago marking the re- 
newal of US ties with China, Zhao's pre- 
sence here may be as important in itself as 
the matters of substance to be discussed 
between Zhao and US President Ronald 
Reagan. 

“The Zhao-Reagan exchange of visits,” 
a senior administration foreign-policy ad- 
viser told the REVIEW, “is the culmination 
of a recent series of exchanges aimed at 
consolidating recent gains in US-China re- 
lations, building trust and creating 
momentum.” Another US official added: 
"We don't expect anything sensational to 
come out of the Zhao visit, just the fact 
that he's here — that both Zhao and 
Reagan can look each other in the eye and 
see that neither is a monster — is impor- 
tant." 

US officials say Reagan's meeting with 
Zhao will *run the gamut of issues" and is 
expected to cover areas of parallel interest 
such asthe Soviet Union, Afghanistan, In- 
dochina, arms control and economic and 
trade relations. Zhao also will have more 
detailed discussions with top-level cabinet 
officials, including Secretary of State 
George Shultz, Secretary of Defence Cas- 
par Weinberger and Commerce Secretary 
Malcolm Baldrige. 

Zhao will also visit New York, where he 
will be the guest of honour at a dinner held 
by the private Council on Foreign Rela- 
tions, and San Francisco. In addition, two 
brief stop-overs — one in Honolulu and the 
other in the historical colonial town of 
Williamsburg, Virginia, will precede the 
Washington visit. While in Washington, 
the Chinese premier will be honoured at a 
luncheon held by the National Council for 
US-China Trade, the private business or- 
ganisation which laid the foundations of 
business relations between the two coun- 
tries prior to the establishment of full dip- 
lomatic relations. 

The Zhao-Reagan exchange under- 
scores a remarkable political odyssey on 
the part of Reagan, who has had to swal- 
low his pro- Taiwan ideological affinities in 
the process of advancing US-China rela- 
tions. There has been substantial progress 
on many bilateral issues, such as those 
concerning textiles and nuclear coopera- 
tion. But Reagan's two key achievements, 
which rescued the president's China po- 


14 


licy from near disaster and then cast the 
US firmly on the side of Chinese elder 
Statesman Deng Xiaoping’s economic 
modernisation programme, were the Au- 
gust 17, 1982, Sino-American joint com- 
munique on US arms sales to Taiwan and 
the Reagan administration's decision in 
May 1983 to liberalise its high-technology 
export policy with regard to China. 

Although these achievements have put 
Sino-American relations back on the track 
laid by Reagan's three predecessors, there 
continues to be an undercurrent of scepti- 
cism and distrust in Peking's posture to- 
wards Reagan. The recent flap over US 
congressional resolutions in support of 
Taiwan, which drew Peking's ire to the 
point of threatening to cancel the Zhao 
visit, dramatised the ever-present tension 
in Sino-American relations. And the ten- 
sion has been exacerbated by Reagan's 
deep-seated feeling of loyalty to Taiwan. 
A State Department official explained: 
“The president’s heart is with Taiwan, but 
he understands the requirements of US 
foreign policy. The problem is, he often 
speaks from his heart.” 

US officials frequently say that the key 
to a successful relationship with Peking is 
“managing our differences.” A senior ad- 
ministration official said: “Because of the 
differences between our two systems and 
different values and interests, problems 
keep bubbling up to the surface.” 


O ne unexpected problem that could 
cloud Zhao's visit is the visits of Sir Ed- 
ward Youde, Hongkong's governor, to New 
York and Washington only a few days be- 
fore Zhao's arrival in the US. American 
officials insist that the timing of Youde's 
trip, a trade and investment promotional 
tour, is coincidental and not part of any 
cabal with Britain which would involve the 
US in the highly sensitive talks between 
London and Peking over Hongkong's po- 
litical future after 1997. 

That Zhao's visit is taking place despite 
frequent rows between Washington and 
Peking — primarily over Taiwan — ap- 
pears testimony to the importance Peking 
places on its * American card" to be played 
in its relations with the Soviet Union and 
other countries. 

For Peking, Zhao's visit reflects an effort 
to consolidate ties with the US before its 
fourth round of normalisation talks with 
Moscow, reportedly planned for March. “1 
think the Chinese want to rattle the Rus- 
sians' cage a bit, but they also want to 
improve ties with us regardless of the 
Soviets. They repeatedly speak of build- 
ing trust," a White House adviser said. 





White House red carpet 


As US-Soviet relations continued to 
sour, Peking has gained the upper hand in 
the so-called strategic triangle. Ironically, 
however, though the triangle has become 
a global geopolitical reality, it also has be- 
come increasingly less important as the 
US-China relationship has broadened. 
The Pentagon clearly views China as a 
counterweight to the Soviet Union, but 
the often emphasised strategic coopera- 
tion between Washington and Peking 
seems more apparent than real. The US 
rapprochement with China forged by t 
Nixon administration helped to ease | 
military planners' worries about a possible 
second front in any major conflict with the 
Soviets, and confronted the Soviets with 
the threat of encirclement. 

But 12 years after the 6pening to China 
there still is little active US cooperation 


Heagan: affinities aside. 


with China on strategic or military mat- 
ters. While Peking has sought to maintain 
an independent non-aligned position with 
regard to the superpowers while firmly 
supporting Third World aspirations, in 
practice there is less distance between Pe- 
king and Washington than meets the eye. 
US officials argue that China's continued 
criticism of US policy in the Middle East, 
Central America, southern Africa and on 
North-South issues allows Peking to pro- 
ject a non-aligned image'and maintain dis- 
tance from the US. But they are quick to 
point out that China's criticism of US 
policies is loudest when the issue involved 
is of little direct consequence to Peking. 
Meanwhile, the US and China continue to 
have largely parallel views on the Soviet 
Union, Afghanistan and Indochina. 
What has been changing since the latter 
part of the administration of former US 
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president Jimmy Carter, however, is the 
US view of China's strategic role. Despite 
a steady Soviet military build-up in the 
western Pacific, military spending is at the 
bottom of Peking's list of priorities. This 
fact has led US military planners to view 
China's primary strategic role as one of 
tying down the 52 Soviet divisions along 
the Sino-Soviet border and as a stabilising 
force in East Asia. At the same time, 
Washington is looking increasingly to 
Japan to take on more of the "roles and 
missions" required to offset the Soviet 
Union's growing ability to project military 
power in the Pacific. 

In a little-noticed but important policy 
speech on December 13, 1983, Wein- 
berger expressed this view, explaining 
that *our defence partnership with Japan 
is the cornerstone of our defence policy in 
East Asia. . . the defence of Japan is as 
vital as the defence of Europe." Wein- 

rger also elaborated on the US view of 
«uina as part of the Pacific basin commu- 
nity: “The defence efforts of Japan, China 
and [South] Korea have the potential to 
affect the global balance of power more 
profoundly perhaps than those of any 
other countries in the world outside the 






US and USSR.” Weinberger praised 
China's efforts to “improve relations with 
its Asian neighbours" and to become a 
“responsible member" of “the existing in- 
ternational order," adding that "the state 
of US-PRC relations may be the most im- 
portant factor considered by the Chinese 
in deciding whether to continue their pre- 
sent course." 


his situation reflects a Chinese percep- 
tion that political realities have shift- 
ed. Peking views the Soviets as less im- 
mediately dangerous, being bogged down 
in Afghanistan, Vietnam and in other 


trouble spots like Poland. and the US as | 


being somewhat *' 


come its post- Vietnam reluctance to pro- | 


ject force. Thus the Chinese have been ap- 
plying the term *hegemonists," previously 
reserved for Moscow, to both superpow- 
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Zhao: Taiwan continues to be a major source of friction. 


ers with great frequency. Peking's foreign- 
policy goal appears to be to create as 
peaceful an international environment as 
possible in which to undertake its 
economic modernisation efforts, and the 
new modus vivendi being established by 
Peking with Washington appears central 
to that effort. 

The Chinese continually point to what 
they refer to as the "major obstacle" 
to more stable US-China relations — 
the Taiwan issue. No matter who is in the 
White House, Taiwan will pop up as à 
major source of friction. The US and 
China essentially agreed to disagree on 
Taiwan in the 1972 Shanghai Com- 
munique, signed during the Nixon trip, 
and then put aside the issue at the time of 
normalisation. of relations in 1979. But 
Reagan's pro-Taiwan comments during 
his election campaign and during the early 
months of his tenure in the White House, 
which even included a promise to upgrade 
US-Taiwan relations to the official level, 
created a strong impression in Peking that 
a two-China policy was on the cards. 

Reagan's encounter with Zhao at the 
Cancün North-South summit in May 1981 
and then secretary of state Alexander 


Haig's subsequent trip to Peking helped 
attune the administration to the dimen- 
sions of the problem. Although Haig's 
anti-Soviet lectures went over well in Pe- 
king, China was cool to his pledge to make 
available to China military hardware and 
cancelled a proposed top-level Chinese 
military delegation visit to Washington 
over the Taiwan issue. 

Haig received a dressing-down from 
then Chinese foreign minister Huang Hua 
at the United Nations in October 1981. 
Haig in turn promised Peking real pro- 
gress on the Taiwan dispute. Shortly 
thereafter, movement began towards 
what ultimately became the August 17 

“ami 
limes, neariy a year of tortuous negotia- 
tions took place, during which Peking 
hinted that it was close to downgrading its 
relations with Washington. China already 
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had downgraded its ties with the Nether- 
lands after the Dutch sold submarines to 
Taiwan, and so US officials took Peking's 
threat seriously. 

After coming close to the breaking 
point in early 1982, Reagan sent three let- 
ters to Deng and then sent Vice-President 
George Bush to Peking to reassure 
Chinese leaders. The result was a carefully 
ambiguous communique in which the 
Reagan administration went much further 
than any president had gone. As had been 
earlier recommended by Haig, the US 
pledged not to increase arms sales to 
Taiwan "either in qualitative or quantita- 
tive terms" above the level reached in 
1980 and committed the US “to reduce 
arms sales to Taiwan, leading over time to 
a final resolution.” 


Sou" limits on US arms sales to Tai- 
pei in agreement with Peking went 
part of the way in addressing the issue of 
Pekings claim of sovereignty Over 
Taiwan. Peking had sought a cut-off date 
and continues to raise the issue, but the 
August 17 communique created an institu- 
tional. framework for dealing with the 
Taiwan issue and provided enough good- 
will to regain the momentum necessary to 
improve US-China relations. 

Thus, Shultz went to Peking in Feb- 


could expect from each other.” In the 
period that followed, US-China relations 
have had their ups and downs — the ten- 
nis-star Hu Na affair, the textiles accord, 
progress on nuclear cooperation, a row 
over a US$530-million arms package for 
Taiwan and the Weinberger visit. 

China’s protest over the Taiwan arms 


‘package revealed the dynamics of the new 


realism as well as the perpetual open 
wound that Taiwan means for the re- 
lationship. The arms package pushed total 
sales in dollar terms over the 1980 limit, ac- 
cording to the Chinese, but the State De- 
partment argued that according to its in- 
terpretation of the August 17 com- 
munique, it could adjust total sales to ac- 
count for inflation, China also argued that 
some of the weapons systems were qual- 
itative improvements, thus violating the 
accord. 

The technology-transfer issue had be- 
come of paramount importance to Peking 
because it posed for Chinese a fundamen- 
tal question: are we friend or foe? By plac- 
ing China in export category 5, in which 
Nato and Japan are also included, and 
drawing up guidelines which allow China 
to make its own semiconductors, en- 
hanced computer hardware and software, 
and dual-use items under US licence, the 
US sienificantlv reduced a layer of distrust 

imong Chine 
ers. Keaching a textiles agreement in July 
1983, which allows 3.5% annual increases 
in textiles exports to the US, also helped 
put economic ties on a firmer footing. E 
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BRUNEI 


End of 
an era 


Brunei becomes fully 
independent in a low-key 
ceremony as the year begins 











he oil-rich sultanate of Brunei 
gained full independence on 
January 1 after 96 years as a British 
protectorate. At a low-key ceremony 
at the stroke of the New Year in 
Brunei's capital, Bandar Seri Bega- 
wan, ruler Sultan Sir Hassanal Bol- 
kiah read out the proclamation of in- 
dependence. The formal indepen- 
dence festivities are to be celebrated 
on February 23, when scores of VIPs 
including several heads of state and 
government and Britain's Prince 
Charles are expected to attend. 

The reason for ushering full inde- 
pendence in quietly is said to be the 
fact that Brunei has never been a col- 
ony in the strict sense of the word. 
Under a special treaty with Britain in 
1888, London assumed the responsi- 
bility for Brunei's foreign relations 
and external security. Under the 1959 
constitution, the sultanate has been 
virtually self-governing and another 
treaty in 1979 paved the way for full 
independence. Lengthy negotiations 
since then resulted in the continued 
stationing of British Gurkha troops in 
the country even after independence. 

As a mark of the self-confidence 
and liberalism of the new state, the 
sultan freed three political prisoners 
on Independence Day. The three 
prisoners were allegedly involved in 
the banned Partai Rakyat Brunei 
(PRB) which led an abortive rebel- 
lion in 1962 against Britain and the 
sultan. Most of the PRB's leaders live 
in exile in Malaysia or Indonesia and 
an estimated 20 political prisoners are 
still held in Brunei's jails. 

Another change after full indepen- 
dence was the adoption of a cabinet 
soin of government. On January 1, 
the sultan assumed the office of prime 
minister and announced a cabinet 
dominated by the royal family. In the 
new line-up, the sultan holds the im- 
hg portfolios of finance and 

ome affairs. In addition, the depart- 
ments of religious ceremonies, public 
services, the anti-corruption agency 
and petroleum will be directly under 
him. The sultan's father, Sir Omar 
Ali Saifuddin, becomes defence 
minister with the full control of the 
country's armed forces. The sultan's 
pp brothers, princes Mohamad 

olkiah and Jefri Bolkiah were ap- 
pointed foreign and culture ministers 
respectively. — V. G. KULKARNI 
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JAPAN 


Nakasone with LDP membe 


D YA RE 


rs: willingness to be realistic is essential. 








Full steam with caution 


Despite the recent election setback, the Nakasone government 
may still move decisively on several key problems 


By Mike Tharp 


Tokyo: Following the December 18, 
1983, lower-house general election here, 
much political analysis has portrayed the 
36-seat decrease by the ruling Liberal 
Democratic Party (LDP) as a stunning de- 
feat. Conventional wisdom has also 
suggested the LDP will not now be able to 
do much to solve some of the pressing 
domestic and international issues con- 
fronting the Japanese Government. 

There may be some validity to those 
viewpoints. But it seems more likely that 
the election outcome simply reflected the 
LDP's usual level of support among Ja- 
panese voters. Moreover, after the 1976 
and 1979 general elections, when the party 
won even fewer seats than the 250 it gar- 
nered in December, the government was 
able to settle several important issues, 
especially bilateral problems with the 
United States. 

Two things overlooked in many post- 
mortem examinations is that the 46% of 
total votes won by the LDP in December 
compares favourably with 44.6% in 1979 
and 41.8% in 1976. The 286 seats and 
47.9% poppar total in 1980 were an aber- 
ration from other lower-house polls since 
1972. Further, after nine independents 
and the eight-member New Liberal Club 
agreed to vote with the LDP in the Diet, 
or parliament, the ruling party is in a much 
stronger position than its own 250 seats 
would indicate. 

It may be premature to characterise the 
EPA d short-term handling of po- 
icy as business-as-usual. But some 
analysts now believe the crucial factor af- 
fecting Tokyo's actions will be its willing- 
ness, not its ability, to deal with issues 
realistically. “There will be a temptation 


for the politicians and bureaucrats to use 
the election as an excuse not to do any- 
thing, or to move more slowly than they 
need to," says one analyst. 

If the Japanese surrender to that temp- 
tation, they will do so at their peril. Many 
Japanese officials who deal with their 
foreign counterparts regularly on trade, 
security and other issues understand the 
danger of appearing recalcitrant during a 
US presidential election year. Relations 
with Japan are almost certain to become a 
political football during the campaign, 
with Democratic candidates likely to ac- 
cuse the administration of President 
Ronald Reagan of being too soft on 
Japan. 

In that atmosphere, the Japanese could 
become vulnerable to ever more strident 
criticism and retaliation if they drag their 
feet on such matters as agricultural and 
capital-market liberalisation or higher de- 
fence spending. Numerous protectionist 
bills have been submitted to the US Con- 
gress in the past two years, and the Euro- 
pean Economic Community has also 
taken steps to limit Japanese exports in 
several key industrial sectors. Those 
moves would intensify if progress were 
slow in Tokyo coming to terms with re- 
quests by major trading partners. 


merican and European pressure, com- 

bined with preoccupation with 
domestic politics, probably means South- 
east Asia and other regional nations will 
get short shrift, at least temporarily, on 
any Japanese policy initiatives. Prime 
Minister Yasuhiro Nakasone is scheduled 
to visit China this month, and he may 
bring new soft loans and other economic 
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auge will be c 'apital- maikér 
ation. US Treasury Undersecre- 
Beryl Sprinkel and Finance Ministry 
Vice-Minister Tomomitsu Oba are sche- 
duled to meet in February to discuss à 
wide. range of topics. The Americans be- 
e that, though Japanese authorities are 
artificially pegging the yen’s. value 


Dec. 29, ^83). EN | "C 
Many Japanese and foreign: pagal 
experts now agree that capital- -market 
liberalisation has gone too far already for 
the Finance Ministry or the Bank of japan 
to prevent it. But the December election 
results could delay speedy action that 
would otherwise ease foreign criticism of 
Tokyo's capital-market management. 
“A third barometer will be the defence 


A "budget. This could become the most net- 


‘tlesome bilateral problem with the US 
during 1984. The Finance Ministry is äl- 
nost certain to restrict the defence budget 


6:9% year-to-year gain for military out- 
lays this fiscal year. US officials estimate 


at least 10% increases in defence spending 


will be needed for Tokyo to implement its 
front-line equipment procurement. plan 
covering fiscal 1983-87. But with the 


cumulative central c budget 


deficit now at * 100 trillion (US$426 pil- 


lion), and tax-increase proposals opposed 


by most politicians, the ministry will be 
hard to persuade. 


‘In trying to determine the Japanese 


Governments probable course on 
policies, some US officials have cynically 
remarked that Tokyo did little even when 
the LDP enjoyed a strong margin over the 
combined opposition parties. It should be 
recalled, however, that when the ruling 


party was iti a much weaker position after 


the 1976 and 1979 ballots, the government 


. successfully completed several important 


agreements. 
-During the administration of former 
president aded Carey, 











official tariffs and — on a wide ran ge 
of imported industrial products. The pre- 


ease for next fiscal year below the 


for pri 


Sent quota: on beef and citrus imports, | 
i increases over previ- 


| firms to bid on- $3 
| lion annual equipment procurement. 
The Reagan administration. recently 
agreed to extend that agreement, which 
expired at the end of 1983, by three 
months. The administration is deeply di- 
vided over whether to renew the agree- 
ment, with some trade officials highly dis- 
satisfied over the amount of foreign pur- 
‘hases by NTT. Others favour renewal, 
citing the rate of increase of those pur- 


















„chases and the importance of maintaining 
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According. to ‘recent press reports from 





By V. G. Kulkarni 


here was a rash of election fever in 
. Singapore just before Christmas when 
Erie Minister Lee Kuan Yew dropped à 
hint at one of the rare sessions of parlia- 
ment that he might be preparing for an 
early general election. 

But on careful examination of the situa- 
tion and the preparations being taken, it 
looks a lot more likely that the poll, if it 
comes before the December 1985 dead- 
line, will be one year short of that, rather 
than two. 

Under niggling questioning" from lone 
opposition MP J. B. Jeyaretnam about a 
possible poll, Lee said that the poll cer- 
tainly could come before it was officially 
due. He then declared: 

“This is a government with a secure 
H will not have the slightest com- 
punction when the moment is ripe to de- 
clare: all seats vacant and to meet all com- 


| ers. 






| stituencies. 


So the guessing game began among 
analysts as to the likely timing and about 
which new candidates the ruling People's 
Action Party (PAP) might field. Soon 
after Lee's announcement, some analysts 
speculated that the balloting day could 
come as early as March or May this year 
because in recent months PAP leaders 
have been actively seeking to recruit new 
talent for the party. : 

But Lee's other remarks indicated a dif- 
ferent timeframe. Replying to another 
question from Jeyaretnam, he told parlia- 
ment that no by-election was con- 
templated for the Havelock constituency 
seat left vacant since the death of finance 
minister Hon Sui Sen in October 1983. 





“tions 2 and eead ed that à committee of 


civil servants would be appointed to re- 
. draw the boundaries of parliamentary con- 









Lee » drops an election hint and sparks of a guessing 
game over the most likely SDE of the poll 
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Snowing in the third quarter's econ- 
omy. x | 

The end-of-the-year date also gives the 
PAP time to choose new candidates and 
groom them at party meetings at the grass- 
roots level. Just a few days before Lee's 
statement in parliament last month, 
PAP's principal campaign organiser, Goh 
Chok Tong, who is also the defence minis- 
ter and second health minister, told Petir 
— the party newsletter — that the PAP 
was actively looking outside the party for 
new candidates. 

Since the mid-1970s, the PAP has 
drafted many technocrats — lawyers, en- 
gineers, business executives and civil ser- 
vants — into the party and parliament. As 
these men have lacked experience in 
grassroots politics and campaigning, some 
party stalwarts as well as rank-and-file 
workers have questioned the wisdom of 
such a policy. Reflecting such sentiment, 
Toh Chin Chye — a former deputy prime 
minister and a founding member of the 
PAP who is now a backbench MP — told a 
party meeting in his constituency in Oc- 
tober: "Technocrats, who are picked, are 
not natural leaders." 

Toh's advocacy for grassroots leaders 
who could speak their minds and even 
question the party establishment may not 
find much favour with the top leadership 
of the PAP. But in an acknowledgment of 
such views, Goh told another party meet- 
ing that the PAP first looked within the 
party ranks for future candidates, but it 
also had to go outside to seek educated 
candidates from other walks of life *in the 
overall national interest." Justifying the 
talent-scouting from outside the party, 
Goh also stressed: *Every PAP candidate, 
whatever his background prior to election, 
has to win the hearts and minds of his con- 
stituents . . . or else he will be a failure." 


ge have been very few PAP candi- 
dates since 1968 who actually lost an 
election — in fact, only one. And this one, 
Pang Kim Hin, who lost the Anson seat at 
a by-election to Jeyaretnam in October 
1981, was just the sort of candidate the 
PAP old-guard is talking about when it ob- 
jects to hand-picked outsiders. A young 
man with a good background, good educa- 
tion and money — but a disaster when it 
came to facing a seasoned campaigner in 
the toughest election test the party had 
faced in 13 years. 

There is no doubt the party will be more 
careful in its grooming in future. Although 
some of the chosen candidates may well be 
making the rounds of the local-level PAP 
meetings, they are yet to be named: ac- 
cording to Goh, this would be done in the 
next few months. As yet no big-name 


technocrats who are being groomed for 


PAP candidacy have surfaced openly, but 
one that speculation surrounds is the elder 
son of the prime minister, Col Lee Hsien 
Loong, 31, who was promoted to the top 
leadership in the armed forces in mid- 
1982. Col Lee now supervises the opera- 
tional and intelligence side of the military. 

If new candidates are drafted some old 
ones will have to go. The PAP would have 
to tread a careful line between retaining 
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| old stalwarts who are sure to win and 


weeding out the dead wood. While there 
are likely to be some dropouts among 
„senior PAP MPs, depending on their age 
and state of health, it is too early to specu- 
late. Veteran former foreign minister S. 
Rajaratnam, on sick leave after heart 
surgery, is one such candidate who is 
known not to be averse to retiring to his 
beloved books, but has made an official 
statement that he will soldier on. The mix 
of the old and the new would also depend 
upon how many seats the PAP would want 
to concede to the opposition. In late 1982, 
PAP leaders had discussed the idea of al- 
lowing a larger and healthier opposition 
— presumably by not contesting some 
seats in a future election. A stronger op- 
position could provide good sparring 
partners to the younger government MPs, 
the reasoning went. But such talk of being 
tolerant of an opposition has not been 
heard since. 

On the contrary, the government has 
done little to facilitate the work of the op- 
position Workers' Party (WP) and its lone 
MP, Jeyaretnam. The WP lacks both 
funds and organisation. After losing a de- 
famation suit against Tay Boon Too, a 
former PAP MP, the funds of the bank- 
rupt WP were taken over by the official re- 
ceiver. In March 1982, the Societies Act 
was amended, making party officials re- 
sponsible for paying the damages awarded 
in libel suits against political parties and 
registered societies. Tay threatened to 
have the WP wound up if his damage claim 
was not fully settled. In that event, under 
the constitution which demands that an 
MP be a member of an established party, 
Jeyaretnam would have lost his seat, so 
the WP raised S$17,370 (US$8,100) from 
among its officials and paid Tay through 
the official receiver on December 28, thus 
saving the party from being liquidated. 

The WP still owes S$11,000 in legal 
costs in a libel suit it lost to Rajaratnam, 
and another $$25,000 to the attorney-gen- 
eral in legal costs arising from that case. 
Yet another suit facing Jeyaretnam and 
other party officials concerns alleged false 
statements of party accounts — an action 
which, whatever the judgment, is likely to 
linger on for the rest of the year through 
appeals and counter appeals. 

Another factor which could work in 
favour of the PAP is the redrawing of the 
electoral boundaries. In most democra- 
cies the realignment of constituencies — 
though officially done to accommodate 
changing demographic patterns — tend to 
favour the majority parties. Although in 
Singapore the committee consists of civil 
servants, the final approval will come 
from parliament, where the PAP is sup- 
reme. The Havelock constituency is likely 
to be split and merged with neigh 
ones. It will be of major public interest if 
the Anson constituency undergoes any 
changes. 

With the opposition facing such over- 
whelming odds, the question arises as to 
why the PAP should be preparing so hard 
and so early for the election. The experi- 
ence of the Anson by-election in October 
1981 could provide the answer. [n 





Zia: a determined military. 


PAKISTAN 


No contest 
by order 


Zia takes to the hustings while 
preaching that there is no room 
for politics in Islam 


By Husain Haqqani 

Pakistan President Zia-ul Haq has 
been touring the country making pub- 

lic speeches in what to the casual onlooker 

might seem almost like an election cam- 

paign. 

But one of the messages he is driving 
home time after time is that when he does 
allow the restoration of an elected govern- 
ment bringing to an end his own military 
dictatorship, there will be no room for 
contending political parties. 

In his statements revealing plans for this 
transition he declared that he had no in- 
tention of transferring power to oppo- 
nents of Pakistan's Islamic ideology after 
elections and that his government's pro- 
gramme is aimed at Islamic rather than 
Western democracy. He also made it clear 
that the military would not allow the re- 
turn to power of the Pakistan People's 
Party (PPP), founded by executed former 
prime minister Zulfikar Ali Bhutto, and 
that PPP leaders would be barred from 
taking part in elections, when they were 
held, for 10 years. 

Although Zia still left open the possibil- 
ity of further discussion over the question 
of the role of political parties in the new 
set-up, his recent statements confirmed 
the military’s determination to exclude 
parties from the electoral process, holding 
elections on a non-party basis. Zia went 
on the offensive late last month with sev- 
eral public appearances during the week 
of celebrations for Prophet Muhammad's 
birthday. He declared that implementa- 
tion of Islamic Shariah laws will com- 
mence in totality from June 1984, ending 
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“Theres not another engineering 
construction company that has the 
broad base Kellogg Rust has. No one 
can equal our diversification. 


"May we tell you more? s | 














Kellogg Rust —a two year old organization built upon 
200 collective years of diversified engineering, con- 
struction and project management success. Kellogg 
Rustisa VOR ae tiec a of Rust International and 
The M. W. Kellogg Mon cov 

Kellogg Rust — created to manage megaprojects 
and to provide engineering, procurement, construc- 
tion and management services for projects of all sizes 
in almost every indus worldwide. 

Kellogg Rust — in Algeria. Kellogg transformed a 
fishing village into a large LNG processing and export- 
ing facility with a complete modern town for 5,000 people. 
InVirginia. Rust International turned waste into energy — 
efficiently. By designing and installing a wastewood- 
fueled boiler with no plant downtime, saving millions 
in fuel costs. 

Kellogg Rust — everywhere. In pulp and paper, energy, 
power, chemicals, petrochemicals, pharmaceuticals, : 
enhanced oil recovery, process work for off- m n 
shore platforms, oil refining, fertilizers, ur 
ferrous and nonferrous metals, food, 
tobacco and more. If you would yd 
care to know even more, Ep E 
please contact us. We have . um 
a lot to tell you. uu us 










Robert W. Page, CEO 


Q Kellogg Rust Inc. =. 

One of The Signal Companiés 9| E 
Three Greenway Plaza East —  — 
Houston, Texas 77046 
Telephone (713) 960-2000 
Telex 762556 













The M. W. Kellogg Com uc 


Rust International Corporation — | a 
KRI Constructors Inc. <= En 
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How a computer 
company can free 
your applications bottleneck. 


Consider this scenario. 

Suddenly, all your management 
users become able to develop their 
own special applications. On-line, 
using their own desk top terminals. 

They have immediate access to 
updated information within their 
authorized data base, regardless of 
Where it’s entered. They're able to 
reformat reports and even redefine 
parameters. Themselves. 

You're still very much in control 
of things, but not burdened by 
detail. You're free to manage the 
on-going workload. And the major 
applications. 

It could all happen with the 
Sperry MAPPER System. Not quite 
"suddenly," but in very short order. 

MAPPER is that powerful. Sim- 
ply stated, it's the most advanced 
information management tool yet 
developed. 


A tall claim, to be sure. But we're 
prepared to back it up, conclusively. 
We'll put MABPER to work on a 
real and specific application 
development problem that a user 
has given you. 

SOMETHING FOR EVERYONE 
MAPPER's simple everyday 
language commands and non- 
procedural flexibility make it easy 
for the most computer-shy user to 
gain proficiency in a day or two. 
The fact is, MAPPER ean be used 
in all departments of your company, 
including your own, and at various 
levels within the organization. And 
the MAPPER concept of *user 
friendly" far transcends anything 
you ve seen. 

HERE'S THE OFFER 

Accept our MAPPER Challenge. 
Bring us an application develop- 








ment project. Bring along the user. 

We'll show you how quickly and 

easily MAPPER gets the job done. 
Call us for further information. 


Singapore: 224-8333 
Hong Kong: 5-749311 


MAPPER CHALLENGE 


<P SPERRY 





Sperry Ltd., 


36/F., Sun Hung Kai Centre, 


Wanchai, 
Hong Kong. 


Sperry Pte. Ltd., 
7/F., The Octagon, 
105 Cecil 3, 
Singapore 0106 


Tel: 5-749311 
Tlx: 74516 UNIVA HX 


Tel: 2248333 
Tlx: VACSIN RS20844 





MAPPER is a trademark of Sperry Corporation. 
© Sperry Corporation 1983 
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lot sc cower. [don't want power. "ons | ties to find fault with dias inm 
want to serve Islam," he said. | even if they are actually fighting « 
| - Through a campaign based on an Is- | their own survival as political 
lamic programme, Zia hopes tgsattract | tions. 
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al Ayub Khan in 1968-69 was precipi- 
fied, in part, by a shortage © of sugar. 
| llkecuted former prime minister Zak 
te Bkar Ali Bhutto received condemnation — 
Mor spirallix g food prices and frequent 
shortages of sugar and ghee (clarified 
"A" | T _ butter). 
Fe the last few weeks of 1983, onions tion n of Democracy. and anti-g oveimment | | Learning from these experiences, the 
replaced elections as Pakistan’s most | riotsin Sindh, the shortage of onionshad | government was swift to react by issu- 
talked about political question. A seri- | the potential to become a major issue | ing import licences for onions and ne- 
ous shortage of the essential vegetable against President Zia-ul Haq's govern- | gotiating a deal with Indian supp 
forced the government to arrange | ment, which prides itself on economic | India made a neat profit by s 
emergency shipments of onions from | achievements. — onions to the Trading Corportion | 
India. The army's National Logistics Shortages of individual food items | Pakistan at Rs 4.50 a kg., though retai 
Cell was assigned the task of delivering have previously caused serious harm to | prices in India range between Ks 2 and 
imported onions all over the country. | the image of governments in Pakistan. | Rs 2.50. : 
The Agriculture Ministry announced | Rioting against the regime of Field Mar- Although cartoonists continued to. 
. | that in future i it would stockpile onions - u lampoon the on 
| and potatoes along with wheat and s He was eating a whole onion, g SHOFtagE, and oni 
sugar, to ensure constant supply at con- | | — (  seteyrecheckingon — |g related 
trolled prices. ` | | | m nea cane jokes contim 
The “onion famine” began when i make the roun 
] was discovered, rather late, that Punjab the country, - 
| province had failed to produce enough prices were brow 
onions during the year and the Sindh down between 
crop was delayed. Prices rose within a and Rs 5 a kg. 
few days, reaching as much as Rs 14 government p 
(US$1.12) a kg. in some parts of the ised further 
country. As the opposition blamed the for consumer 
government for the shortage, the prob- the army had 
lem acquired political dimensions. sured supplies to 
Coming on the heels of the activities of mote parts. | 
the opponnon s Movement for Restora- | — HUSAIN HAQQAN 
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OBITUARY/RICHARD HUGHES 1906-1984 


To an absent friend 


TM huge colourful Falstaffian figure 
of Richard Hughes — otherwise 
known as Dick, or “The Archbishop" — 
finally succumbed to the battering to 
which its owner had subjected it for 
more than five decades on January 4, 
1984. 

It is hardly necessary to rehearse the 
story of Hughes’ life — his childhood in 
Australia as the son of a Catholic mother 
of Irish descent and a Calvinistic father 
(also a witty entertainer) from Wales; his 
first job in public relations for Victorian 
railways, his decision to join the Mel- 
bourne Star (a move which inspired the 
crack that leaving PR to go into jour- 
nalism was like running away from sea to 
go to school); his rumbustious days as a 
Sydney pressman with the late Sir Frank 
Packer's Daily Telegraph; his first visit 
to Japan on the eve of its war with the 
West and the warnings he penned for his 
Australian readers; his days as a war cor- 
respondent in North Africa; his return to 
a defeated Japan in 1945; his escapades 
there as manager of the press club and 
as correspondent for the London Sunday 
Times and the Economist; his biggest 
scoop — an exclusive Moscow interview 
with British traitors Guy Burgess and 
Donald MacLean; his shift from Tokyo 
to Hongkong and from the Packer em- 
pire to that of Rupert Murdoch and his 
time thereafter as the doyen of the Asian 
press corps — “a sort of journalistic Ei 


Hughes' story has possibly been to det | 


too often, perhaps as part of Australia’: 
search for a personality who was always 
100% Australian but who yet provided a 
contact with and some understanding of 
its northern neighbours in Asia. He was 
the subject of innumerable articles in the 
Aussie press and of a full-scale bio- 
graphy by Norman Macswan, alittle por- 
tentously entitled The Man Who Read 
the East Wind. 

The facts of the man's life are irrelev- 
ant to what Hughes was. His personality 
was such that when two writers as differ- 
ent as Ian Fleming (who, while writing 
his James Bond thrillers, was also 
Hughes' boss — foreign editor of the 
Sunday Times) and le Carré, came to 
write books on the East, both felt con- 
strained to write him into their plots. So 
Hughes became “Dikko” Henderson of 
the Australian Secret Service in You 
Only Live Twice and Old Craw of MI6 in 
The Honourable Schoolboy. As le Carré 
wrote: “Some people, once met, simply 
elbow their way into a novel and sit there 
until the writen Aremtrrhm nono, Dick 
is one. l am 0nij svii) i vouia uut obey 
his urgent exhortation to libel him to the 
hilt. My cruellest efforts could not pre- 





fel Tower" as author John le Carré pi T 


| others, 


vail against the affectionate nature of the 
original." 

Uncharacteristically reticent, even in 
his cups, about some aspects of his life 
(including the tragic losses of his first two 
wives), Hughes was Falstaff reborn, a 
man-mountain of wit and magnanimity, 
of Shakespearean eloquence and Rabel- 
laisian humour, at home in the company 
of the kingly and the very common. His 
most famous riposte came when he re- 
signed from Packer's empire and Packer 
cabled furiously: “On your way, Judas." 
Hughes cabled his reply: “If I am to play 
Judas to your Jesus, I do not know 
where Judas kissed Jesus but I know 
where you can kiss me." 

Hughes came into his own as a colum- 
nist, as REVIEW readers over the past 
dozen years can attest. He was best in his 
anecdotage, telling and retelling stories 
of his encounters — with late Japanese 
premier Shigeru Yoshida, Russian spy 
Richard Sorge, Singapore Prime Minis- 
ter Lee Kuan Yew, the late Gen. Doug- 
las MacArthur, the Blind Bonze of Laos 
(who forewarned him of the death of a 
friend), with Nikita Khrushchev's son- 
in-law Alexei Adzhubei, editor of Izves- 
tia, who probably fixed the Burgess/ 
MacLean scoop. 
Or there was the time he was invited to 















. Hughes used to describe 
how the prince harangued him on the 
subject of American crimes and CIA 
plots against his country, turning round 
repeatedly to Lon Nol to bear witness to 
the truth of the allegations. “Est-ce n'est 
pas vrais?" he would demand. “Qui, 
Monseigneur," Lon Nol would reply 
gravely and as the prince swung back to 
continue his harangue, over his shoulder 
Lon Nol would wink and shake his head, 
effectively denying everything. 

Hughes was among the most generous 
of men. Visitors, particularly jour- 
nalists, could telephone with a certainty 
of being invited to a sumptuous lunch at 
the Foreign Correspondents’ Club or at 
his favourite corner in the Hilton Grill, 
officially named the Hughes Corner 
some months ago. He rarely lost his 
temper — and then mostly when his 
guests attempted to reach for the bill. He 
was generous too in his estimates of 
and would hear no slander 
against the least admirable types, par- 
ticularly if they were pressmen. He re- 
served his anger for communists, and 
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| one knew when Hughes had hoisted 


aboard sufficient vodka, when he would 
propose a toast: “Death to the Commie 
Dogs." A few drinks later he would 
begin remembering old colleagues (as 
the years went by he heard more fre- 
quently of their deaths) — and so on to 
the toast “Absent Friends." 

He was mightily honoured, not only 
by his peers. The governor of Hong- 
kong, then Sir Murray MacLehose, at- 
tended his 70th birthday party for which 
old colleagues and his jazz pianist son 
flew to Hongkong from Japan and Aus- 
tralia. He was made a Commander of the 
British Empire in 1979, and only a few 
months ago Australia's new government 
set a precedent by awarding him the first 
pension given to an Australian who had 
for so long been resident overseas (let us 
hope that Canberra can set another by 
re-allocating it to his widow, a gentle 
Chinese matron, Ann, who was at his 
bedside throughout his fina! illness). 

In his final years, Hughes sometimes 
succumbed to the temptation to play the 
role of the character Hughes had be- 
come in others’ eyes and one American 
comedian with less charity than Hughes 
referred to him as a man who had be- 
come a myth in his own mind. But that 
was unworthy: Hughes was never any- 
thing less than the greatest company. 

He was apprehensive of death, nerv- 
ous of falling between the two stools of 
his father's Calvinism and the Catholi- 
cism of his mother, from which he had 
extravagantly lapsed. He could not be 
sure that he would meet old friends over 
a bottle of wine in the afterlife. How- 
ever, he clung to his belief in a god with a 
sense of humour, who contemplated 
human frailties from a heavenly couch 
slapping his naked thigh as he guffawed 
with laughter at their antics. “Nay, sure, 
he's not in Hell: he's in Arthur's bosom, 
if ever man went to Arthur's bosom. 
^'made a finer end and went away and it 
had been any christom child." Now all 
that mountain of talented merriment is 
all as cold as any stone. — D. D. 
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Investment horizons in Asia 
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thanks to the innovative services 
offered by Citicorp’s Capital 
Markets Group. Skilled specialists 
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Citicorp's global investment 
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of global investment banking, call 
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Trouble in Tinsel-land 


A feud between two former film-world figures dominates 
politics in the southern state of Tamil Nadu 


By Salamat Ali 


Madras: India’s southern state of Tamil 
Nadu is known not only for its dramatic 
electoral swings but also as a trend-setter 
in the politics of South India. It has consis- 
tently elected film personalities for the 
past 15 years and created a symbiotic re- 
lationship between its film industry and 
politics. It has also encouraged film-world 
figures in neighbouring states to strive for 
political power. Actor N. T. Rama Rao, 
now the chief minister of neighbouring 
Andhra Pradesh state, is one outstanding 
example. 

But the politics of Tamil Nadu is now 
the story of a bitter personal feud between 
its two top politicians — former film actor 
M. G. Ramachandran, who is widely be- 
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lieved to be grooming the actress 
Jayalalitha as his political successor, and 
former scriptwriter M. Karunanidhi, 
whose successor could be his nephew 


Maran, also a scriptwriter and the editor 


of a Tamil daily newspaper. Aschief of the 
ruling party, the All-India Anna Dravida 
Munnetra Kazagham (AIADMK), 
Ramachandran is now the chief minister 
of Tamil Nadu. As president of the 
Dravida Munnetra Kazagham (DMK), 
from which the AIADMK broke away 
about a decade ago, Karunanidhi is the 
leader of the opposition. 

Film personalities became mixed up 
with Tamil Nadu politics because they were 
ardent believers and practitioners of 
Dravida parochialism and active in poli- 
tics. They promoted their political ideas 
through films, and it was natural that their 
films were highly recommended by their 
parties. In the early 1940s, a party — 
Dravida Kazagham — was formed to 


press a demand for a Dravida homeland 
comprising the entire Madras presidency 
and most of the princely state of 
Hyderabad of the colonial era. The party 
split in the early 1950s, when C. N. An- 
nandurai, a scriptwriter-cum-politician, 
broke away — among other reasons, be- 


cause party president Ramaswami 
Naiker, 72, had married his 22-year-old 
secretary. 


Naming his breakaway faction DMK, 
Annandurai came to power in the 1967 
elections but died only a couple of years 
later. As his successor, Karunanidhi led 
the DMK to power once again in the 1972 
elections, but he was soon challenged 
within the party by Ramachandran who 

UPI 


accused him of corruption and betrayal of 
the ideals of Annandurai. Ramachandran 
walked out with a large chunk of the party 
apparatus and almost two-thirds of its 
electoral support. 

Ramachandran was recognised even by 
Annandurai as highly ambitious. Under- 
standably, Karunanidhi dedicated himself 
after taking over the party to beating him. 
Succeeding in the 1972 polls and hence 
more sure of himself, he rejected the ad- 
vice not to drive Ramachandran com- 
pletely out of politics. 


p Minister Indira Gandhi dismiss- 
ed Karunanidhi's government in 1975. 
The 1977 elections saw Ramachandran 
leading AIADMK to success. At the time 
of elections, he had about half a dozen 
film contracts to fulfil and for some 
months had to divide his time between the 
chief minister's office and film studios. He 
does not act any more and now does not 


seem to have much political ambition left 
except for a burning desire to finish off 
Karunanidhi's political career. 

Ramachandran damaged the DMK sig- 
nificantly during the election campaign 
with charges of corruption and ineffi- 
ciency. Now the DMK is beating him with 
the same stick, though the charges are 
denied vehemently. But it is impossible to 
assess until the next elections whether the 
DMK's counter attack is having any ef- 
fect. However, Karunanidhi is active and 
frequently tours the countryside, which 
alone determines the fortunes of parties. 

Ramachandran is noticeably wary, as is 
evident in his anxiety over the issue of Sri 
Lankan Tamils, on which the DMK hopes 
to cash in. Obliged to prove he cares at 
least as much for the Sri Lankan Tamils as 
his rival, he has to close his eyes to the Sri 
Lankan dissidents’ clandestine arrivals 
and departures and let them use Tamil 
Nadu as a sanctuary between raids. 

"State legislature speaker K. Rajaram, 
himself an AIADMK man, says t 
Ramachandran not only retains but | 
enhanced his charisma among the rural 
masses. He argues that the chief minister 
has devoted himself 
principally to the up- 
lift of the rural areas 
and allocated signifi- 
cant funds to the pro- 
vision of clean drink- 
ing water, roads, 
schools, hospitals and 
public lavatories, 
which have endeared 
him to village women. 
Public lavatories are 
important because 
rural homes in Tamil 
Nadu, as in most of 
rural India, have 
none. 

Ramachandran's 
government has also 
built maternity homes 
in areas | notorio 
for deaths  durii 
childbirth and has pro- 
vided minimum health 
facilities to the rural 
masses. Now, more often than not, the 
best building in a village is a government- 
built school. Besides, he has introduced 
free lunches for all schoolchildren — an 
important step in a state where large num- 
bers cannot afford two meals every day. 
But the critics argue that the annual 
outlay of Rs 1.2 billion (US$120 million) 
on free lunches could have been better 
spent if diverted to better educational 
facilities. 

Tamil Nadu is a land of paradoxes. Its 
agriculture records one of the highest 
yields in South India. It is progressive in 
terms of its quick adaptation to new crops, 
new seeds, new techniques and new con- 
cepts. Its participation in electoral politics 
remains one of the highest in India, as is its 
rate of literacy. But itis one of the poorest 
states in India, with 62% of the state popu- 
lation below the poverty line. For years it 
has hàd an acute shortage of power and 
water. Private industries tend to go to 
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Also, Tamil Nadu under the rule of the 
parochial parties is becoming increasingly 
xenophobic, with governmental failures 
blamed upon exploitation by northern In- 
dians. Ramachandran argues: “Our 
people are docile, poor but content and 
also not very ambitious. Those coming 
from the north find us easy prey for exploi- 
tation and amidst a sea of poverty they 
grow rich very fast, creating jealousy and 
resentment. When we go out of our state, 










taxi drivers, dockyard workers and at best 
clerks. We do not own any significant in- 
dustry in the private sector, either in our 
own state or any other place in India. In 
Tamil Nadu, it is the outsiders who domi- 
nate the economic scene. We are a quiet 
people, but when we act, we act deci- 
sively." 


amachandran and other parochial po- 
liticians seem to forget that Tamil Nadu 
as the third most prosperous state in 
‘india until 1967. That was the year when 
the DMK put an end to the Congress 
party's uninterrupted rule since indepen- 
dence on the promise of terminating the 
“Hindi imperialism” of the Hindi-speak- 
ing north. Since 1967, the Congress has 
never returned to power in the state, 
either on its own or in an alliance. Judging 
by the current disarray in Congress ranks 
and its lack of local leadership, it is un- 
likely to return in the foreseeable future. 


But the DMK and the AIADMK seem. 


to have ruled so far more on slogans and 
populism rather than concrete work-plan of 
long-term impact. Although Ramachan- 
dran now devotes his time to statecraft 
and does not divide it with acting, he still 
tends to concentrate on dramatic gestures. 
But the file on him grows thicker in New 
Delhi. The contents of a similar file had 
helped him defeat Karunanidhi in the 
1977 elections. 
. Critics of Ramachandran are now ac- 
sing him of kow- -towing to New Delhi 
and ignoring the state's development 
needs. For instance, he has not been able 
to find time for the past six months to 
accept the invitation of Chief Minister 
Ramakrishna Hegde of Karnataka to 
settle an inter-state dispute on waters 
of the Cauvery River, which flow down 
from Karnataka into Tamil Nadu before 
entering the Bay of Bengal. Without 
an increased share of water from the 
Cauvery, the state's farming areas, 
particularly its rice bowl, Thanjavur, 
stand to lose a million tonnes of paddy if 
the winter rains fail for the third consecu- 
tive year. 

All the same, not many believe that 
Ramachandran's party can be defeated 
easily by its rival. For that reason, Mrs 
Gandhi is seeking an alliance with him. 
Alternatively, she will have to align with 
the DMK — a prospect that Ramachan- 
dran dreads. Should he align himself with 
Mrs Gandhi, the DMK will join one of the 
alliances opposed to her; for Ramachan- 
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A new law dealing with rape shifts the burden | 
of proof from the assaulted to the accused E 


New Delhi: About 40 angry feminists 
waved placards and chanted slogans re- 
cently in front of a magazine editor’s resi- 
dence here. They were protesting against 
an article he had published which they said 
condemned India's new rape law by 
suggesting that women of the kiss-and- 
cuddle set might use it to victimise men. 
Under the old rape law the victim had to 
prove rape, but now, once sexual inter- 
course is proved to have taken place, the 
alleged rapist must establish that the act 
was not rape. 

The new law is the result of a four-year 
campaign by women which began after a 
court verdict had underlined the inade- 
quacy of India's 100-year-old rape legisla- 
tion. Mathura, a 16-year-old girl, had al- 
leged that she was raped by two constables 
while in police custody. After a round of 
appeals, the Supreme Court acquitted the 
policemen on the grounds that Mathura 
failed to prove that she had not consented 
to have sex with the policemen. 

Four law teachers, including two men, 
later took up the issues raised by the case, 
addressing an open letter to India's chief 
justice. The Supreme Court's findings, the 
letter argued, not only demonstrated the 
old rape law's shortcomings, but also re- 
flected a double standard in the law's ap- 
plication which discriminated against 
women. The line between rape and con- 
sent also was left undefined by the old law, 
the letter pointed out, and the victim was 
required to produce evidence to support 
her claim of rape — à requirement which 
put minors, uneducated women and 
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others who were unlikely to be familiar — 
with the legal process at a disadvantage. 

The new law shifts the burden of proof 
from the victim to the accused and in- 
creases the minimum sentence for rape - 
from two to seven years. It also introduces 
two new concepts: "custodial" rape and 

"power" rape. These involve police, civil _ 
servants and prison, hospital and remand- — 
home staff taking advantage of their offi- - 
cial position to have sexual intercourse | 
with a woman on official premises — even 
if it is not rape. 

Nevertheless, the new law falls far short — 
of feminists’ expectations. They say the — 



















| example, that low-cast J pay labourers 
are likely to be victims of rape by upper- 





caste landlords, or women living in shanty f 


towns become victims of the police in cus- 
| "[tis precisel he jet set that can af- 
: ford to lead a protected life from the vio- 
lence that feeds o hose who have; no 
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way with it “if he Big d wo the offérice i in 
e place other than the police station. 


Ithough t the new Law i increases jail sen- 
P tences, this in itself means little, the 
aw’s critics maintain. They say crime cannot 
‘stamped out simply by imposing more se- 
vere sentences. Ram Jethmalani, a promi- 
ient lawyer and MP, said the old law was 
ineffective, but not because the punish- 
ments it provided were too soft. Poor en- 
forcement, improper and dishonest inves- 
Aigation, lack of speedy trials and com- 
promising and corrupt witnesses were to 
blame, he said, He welcomes the new law, 
-but- thinks it is.a. "sop. to the women's 
movement." : 
<The feminists. have also complained 
about the new law's provision barring 
media coverage of rape. Publication of the 
ictim's name, identity or address, unless 
lowed by the investigating police officer 
: € victim, ca could land the publisher and 
er in prison for up to two years. In ad- 
lition, unless permitted by the judge or 
e victim, rape trials will not be open to 


he public. Defenders of the new law.say _ 





is provision is well-intentioned, secking 
protect the identity of the victim be- 
se of the social stigma attached to 
>. But the provision bars not only pub- 


tion of the victim's name but any mate- - 


which might reveal identity. 

awyers, journalists. and. opposition 
vxolitical parties agree in assailing the pro- 
ion restricting publicity, which is seen 
an unwarranted curb on press freedom. 
"hey say that the media has a right to re- 
Ort rape cases and that press exposure 
orces the police to investigate rape ag- 
gressively. These critics point out that the 
ew law was partially the result of a press 
campaign attacking the shortcomings of 
he old law. Feminists were able to rally 
'ublic support for the new law. mainly be- 
cause of media coverage of specific cases 


ch as the one involving Mathura. The. 
minists fear that they will not be able to 
ntinue their campaign. against rape as. 

vely under the publicity restraints. ~ 





Le Duan: too much red tape. 


| same time, 


The ruling party’ s central cominilttee reaffirms efforts 
to improve efficiency and productivity i in the poney 


By Nayan Chanda 


recent meeting of the Communist 
Party of Vietnam'scentral committee 
reaffirmed the decision to carry on the na- 
tion's liberal economic policies despite 
criticism and doubts within the party. 
While warning against capitalist deviation 
to placate the ideologues, the central com- 
mittee nevertheless identified the aim of 
all economic activities simply as "product- 
ivity, quality and efficiency." 
In à speech delivered during the fifth 
plenary session of the central committee 
in early December — a bi-annual exercise 


of the party's policymaking body — party | 


Secretary-General Le Duan acknow- 
ledged "there are differing views" on the 
question of economic management. But 
he urged members to investigate the prob- 
lems and "sincerely listen to each other's 





opinion" to reach an agreement. Unity of . 


minds and actions, he reminded the ny 
remained a source of strength. i 

Liberal economic policies pursued since 
1980 have led to significant improvement 


in the economy, particularly in agricul-. 


tural and handicraft production. At the 


flourishing free market, 
price rises and corruption among cadres. 


they have resulted inia 
uncontrolled — 


tion.” 


against saboteurs, the bourgeoisie and a 


free market were intended to reassure the 
ideologues, 1 
liberal poli cies. would continue. He said 





Duan left no doubt that 





that a very important factor in Vietnam's 
recent economic achievement has been 
"the renovation of economic manage- 
ment, including economic planning and 
incentive policies. This renovation . . . has 
stimulated working people in: their pro- 
duction efforts and encouraged all levels 
and branches.” 

Le Duan noted that despite the i intro- 
duction of new policies “we are still é - 








tinuing the bad practices of.centralis. —— 


red tape and.subsidy-based administra- 
He also singled out the state-run 
sector of the economy for its failings. “We 
are not satisfied,” he said, “with the pre- 
sent situation in the state-run economy, 
especially the  central-level industry, 
which has been growing slowly in product- 
ivity as well as in quality and efficiency." 
He noted that the state-run industry had 
run at only half its capacity due to short- 
ages of raw materials and energy. He reit- 


 erated that failure to provide material in- 


centives to workers "will certainly lead to 
bureaucratic subsidy-based management, 
and will inevitably hamper production." 

The resolution adopted by the plenum 
testified to the continued strength of the 
liberal line within the party. It said that "it 
is necessáry to continue renovating the 


méchanism of economic management and 


planning . .. and linking planning with 
economic accounting and socialist busi- 
ness methods." The resolution also calle. 


for boldly ànd flexibly expanding econ 





Ideologues and conservative planners if> 


the party have been critical of these deve- 
lopments and have called for more 
ideological discipline and central control.: 

Playing his habitual role of an upholder 
of balance within the party, Le Duan de- 
voted a good deal of his speech to the de- 
viationist dangers involved in the new 


economic policies and stressed the need” 
for reasserting state control Over r the mar- ; 
sket anq Prices 
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nexing the three Indochi 


| sence | E 


mic relations with foreign countries out- 
side the socialist bloc. While the Soviet 
Union and Eastern Europe remain the 
most important trade partners, Vietnam 
clearly would like to increase its hard-cur- * 
rency earnings by expanding commerce. 

While the fifth plenum, like the preced- 


“ing one, reaffirmed liberal policies, unlike 
the fourth plenum in June it was conspicu- 
ously low-key in denouncing China. The 
resolution of the fourth plenum’ charged 
that Peking has not given up its long-term 


scheme of weakening and eventually an- 
nese countries. 
The more recent resolution, as reported 





^in the party daily, Nhan D Dan, vaguely 
“mentions: the "enemy scheme." 
lengthy speech, Le Duan did not mention . 
China once and sp 


In his 


«e: only in passing of 
the need to oppose the enemy's war of. 
Pasos. it is ies cde von this 










is the begi 





E Y good businessman never loses an opportunity 
to pick up new ideas, meet new colleagues and . 
nose his way into new markets. Which is why 
you'll want to attend the Trade Fairs and. 
Exhibitions in Britain that interest you, Over 
130,000 people do so every year. = 

‘Here you can learn about new deve 
in your field, meet other people in your lin 
business, exchange id ideas wit experts and | rofes- 

‘sionals and make in le busit | | 
And if you wish to exhibitand to entertain; 
designers, contractors and publicists are m to; 
s you. Everything, including accommodation 







transport, can be arranged at the drop of a hat. i 


So post the coupon for details of the 100 major 
. exhibitions in Britain in 1984. And come on over. 
rM Meanwhile, here is a short list of forthcoming 
b ~~ exhibitions. 


Some key exhibitions in Britain in 's in ‘84. 


Harrogate International Toy Fair. Harrogate | Centre, 
Harrogate 7 12 January. 


| HOTELYMPIA International Hotel & Catering. 
Exhibition. Olympia, London 18-25 January. — 


INTERNATIONAL SPRING FAIR Giftware & | 
Hardware Sections. National Exhibition Centre, Birmingham 
5.9 February. 


IMBEX International Men's & Boys' Wear Exhibition. 


Olympia, London 12-15 February. - 


TM ELECTREX International Electrical Exhibition. 
_ National Exhibition Centre, Birmingham 27 February-2 2 March. 


INTERNATIONAL DOMESTIC APPLIANCES TRADE 
FAIR. National Exhibition Centre, Birmingham 12- 15 March. 


RUBBEREX International Rubber Exhibition. 
| National Exhibition Centre, Birmingham 12-16 March. 


| GLASSEX Glass Technology & Fabrication 
«^ Exhibition. National Exhibition Centre, Birmingham 
, 25- 28 March. 








entre, Birmingham 2-6 April. 


National Exhibition C ;entre, Disminetidet 19. rajane: 





N Med Exhibition Centre, Bi rmingham 4 


Stoke onTrent 2 24 


,HEVAC Building Services Exhibition. National pal : ; | E S 
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Harrogate Centre, Harrogate 3-6 June. 


. MACH International Machine Tools sExhibition. 












ti ry nawe 
12 jeptembe f. 


INTERCERAMEX International Ceramic Plant 
3 — Trentham Gardens, 





Machinery and Mate rials E> 
-28 B 








x Production Equipment Confer "nos di , 
Metropole Exhibition Centre, Brighton 16- 18 Oct iher, 


DACTEX International Domestic & Contract Textiles. 
Exhibition. National Exhibition MEN Birmingham 
1115 November. 


COMPEC Computer Peripherals &SmallComputer  — 
Systems Exhibition. c eins London 13-161 NONSE 








Post the coupon for free programme e'ofexhib gons in 
Britain in 1984 to: 


British Tourist Authority, 239 C 
London NWI SOT, ENGLAND. 


Please send me further information o Br riain s 100 





sid Mary lebone Road, 










n srican evan el 
nuing attraction 





ousands of Singaporeans ignored rain 
on three consecutive nights to attend 
he outdoor "New-Life" Christian revival 
ally led by American evangelist Bernhard 


hnson just before C 











thers professed to be miraculously cured 
f assorted ills through the direct interven- 





motion of the occasion, Singaporean or- 


f the stands at the National Stadium and 
ued neatly for Johnson's blessings, as 
olunteers jotted down names and address- 
file cards.  . ^ . 
Phe New-Life turnout underscores the 
mpressive ability of foreign fundamen- 
list preachers to attract huge crowds in 
this republic, where Christians are esti- 
















the globe-trotting American evangelist, 
managed to fill the 60,000-capacity Na- 
tional Stadium for three successive nights 
on his 1978 visit to Singapore. 

South Korean preacher Chiu. Yonggi 








each of the five days during his visit in 
1982. Chiu is a star of charismatic Christ- 
ianity, a highly emotive, revivalist move- 






this region for more than a decade. Adhe- 
rents of the movement, which is essen- 
ly a loosely knit fraternity of conserva- 
ánterdenominational groups, like to 
Chiu's pulling power as a gauge of 
eir growth in numbers in Singapore. 

Even if you suppose that only half the 









means that 120,000 souls came in con- 





ior of economics at the National Uni- 






he ruling People's Action Party (PAP), 
. "born again" into the movement 
y$ixyearsago. — | 
t the hard core of the true charisma- 
believers could be considerably less 
n 120,000 — they probably number 
er to 10-15,000, sources within the 
ment agree. They arrive at this fig- 
:by adding up Singapore's organised 
kets of charismatic-style worship: the 














age 


blies of God and the Pentecostal de- 






‘ries in the Protestant and Roman 
holic churches. 








modest -in numeri 










list draws large crowds, 


3y Lincoln Kaye and V. G. Kulkarni 


hristmas. Hundreds | 
re “born again,” accepting Jesus Christ 
their “personal saviour.” Scores of, 


on of the Holy Spirit. Yet, for all the | 


erliness prevailed: the faithful filed out. 


iated to comprise only about 9% of the | 
population of 2.5 million. Billy Graham, | 













rew admirers estimated at 40,000 for | 






ent which has been. on the ascent in 


wd at each meeting [addressed by 
uj was attending for the first time, it 


; with. the charismatic message," 
kons Augustine Tan, an associate pro- | 


f Singapore. Tan, a long-time MP | 


en churches belonging to the As- | 


nations, a handful of independent 
rches, plus the followers of individual 


TL . 4.1972. Facing death from pneumonia, he 
: al terms, the. 

tic faithful are well-placed in Sin- | 
social order. Tan isone of several 


c 
ship als $1 niddle-class , 
youth — reflecting the manifestation of 
the growing respectability of the charis- 
matic movement not only in Singapore but 
in South Korea and the Philippines as well 
asinthe US. — . | 
< The charismatic. “theology of power" 
holds that believers, imbued with the Holy 
Spirit, can exercise such spiritual "gifts" 
(or “charisma” in biblical Greek) as 
“speaking in tongues, " exorcising demons, 
faith-healing and prophecy. Present-day 
Christians are thought to be able to glorify 
God by performing such prodigies as did 
the original followers of Christ. 

To Singaporeans, spiritually buffeted 
by this city’s fast-paced social change, 
charismatic worship offers a ready-made, 
warm and suppo church family. So- 
cial change has been particularly marked 
in the past couple of decades, as new 
government-built housing estates have 
broken up old and traditional neighbour- 
hoods. Moreover, the government's soci: 
engineering policies pervade most aspect 
of Singaporean life, from kindergartens to ` 
colleges, workplaces to trade unions, 
neighbourhood organisations to club 
houses. The unbroken domination of poli- 
tics by the ruling PAP completes the re- 
straint on Singapore's society. With indi- 
vidual expression circumscribed in most 
walks of life, many Singaporeans turn to 
religion, and the charismatic movement 
provides an attractive outlet. 

It also restores contact with the spiritual 






suggesting the 
ous sects 














prominent figures, including top bureau- 
crats, judges and businessmen, in the 
movement. Poring over a scrapbook of 
snapshots with Khoo Oon Theam, chair- 
man of the Full Gospel Businessmen's 
Fellowship, which as the name suggests is | 
a group of like-minded religious execu- - 
tives, affords a whirlwind tour of the city's 
executive suites. At the university, where 
the proportion of Christians is estimated 
to run three times as high as the national 
average, charismatic-style organisations 
| lead the evangelistic onslaught. 





















Avr: charismatic congregation would 
“& comprise mostly ethnic Chinese, with - 
a sprinkling of Indians. Most of the ser- 
vices are conducted in English, reflect- 
ing the language in which most of the wor- 
shippers are educated, though bilingual 
worship is slowly on the rise. While all age 
groups are represented, there is a definite 
bias towards youth, with the bulk of the 
congregation in their 20s and 30s. 

As a religious practice, charismatic- 
style worship has surfaced in times and 
places as divergent as the peasant villages 
of Tsarist Russia, the farmlands of poor 

































Many called, few chosen 


Three Christians explain what led them to the 
charismatic movement — or what led them out of it 









Vegara came to Singapore on a scholar- 
ship to the Southeast Asian Graduate. 
School of Theology, where he first ng 
countered the charismatic movement, Wl 
which he hails for its “democratisation” of 
Christianity through lay involvement and- 
its recognition that the ills of the world 
"can only be described in terms of de- 
monic happenings." But he cautions that 
"the charismatic renewal should not pro- 
vide an escape from harsh realities but 
must seek to transform them." | 
» In his 54 years, Jayataj David has filled 
all the margins on every page of his Bible 
with annotations. Many date from his 
years in the charismatic movement. *My 

business was failing and- I came to them 
confused and depressed," he recounts. 
"Instead of my troubles being eased, they 
were just beginning." David soon found 

himself involved in what he describes as a 


Singapore: The Bible (Matthew 10:39) 

warns: “He that findeth his life shall lose 

it, and he that loseth his life for my sake 

shall find it.” This paradox can lead 

Christians through many turnings on their 
path to truth. For three Singaporeans, the 

search led to charismatic Christianity — 

one who sought refuge after working to- 

wards political revolution, one who re- 

jected the movement as a cult after five 

 years' adherence and one whose teen- 

aged charismatic awakening has led him to 

a career in social work. 

-> Fr Fred Vegara is the charismatic pas- 

tor of St Andrew's Anglican Cathedral. 

Spiritual leadership of the congregation is 

shared equally between the laity and the. 
clergy, and the minister’s main function is - 
| to organise and administrate. 

A dozen years ago in his native Philip- 
pines, Vegara was a campus activist and 
journalist with a record of political im- 
 prisonment. He tried — and failed — to 
flee when martial law was declared in 
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to man to know." — 
David saw the fai 







"found God — “I no longer felt fear," he 
“says — and entered a seminary. 









world, so much a part of Singapore's 
Asian tradition, but in a very sanitised and 
acceptable form. In contrast with Taoist 
or Hindu divines, or even with the Christ- 
ian revivalist meeting in the West, Singa- 
pore's charismatic services look quite 
tame. The speaking in tongues, hand- 
clapping and the ululations seem to rise 
and fall neatly on cue from the pulpit. “We 
are by no means possessed," explains a 
young advertising executive who leads a 
Bible study group. “The gifts are not a 
form of mass hysteria." 

Rather, the gifts are seen as a means to 
achieve rapid spiritual results — a sort of 
divine high-technology to enhance one's 
Christian productivity. Such a view, not 
coincidentally, resonates with Singapore's 
values, tempo, sense of mission and pen- 
chant for self-satisfaction. "God has spe- 
cial plans for this city," Khoo is convinced. 
“It has been confirmed in visions given to 
us." The visions show beams of God's 
light radiating from Singapore across the 
map of Asia, which portends that the re- 
public is ready to change from a net im- 

orter to an exporter of missionary 
vangelism, according to Khoo. 

Tan explains Singapore’s potential as a 
spiritual entrepót in terms of development 
economics: “We can become a Christian 
centre for the same reasons that we are a 
commercial centre — our geographical 
position, our infrastructure, our financial 
resources.” 

Linking the charismatic revival with the 
wellsprings of Singapore’s prosperity en- 
hances its appeal to its elite followers. “I 
always had a problem with the mainline 


David; Vegara: path of truth. 


some of his charismatic church friends 
slipping into mental illness and what 
amounted to symptoms of addiction in 
himself: intense “highs” at worship meet- 
ings interspersed with deepening troughs 
of withdrawal. The charismatics’ “hereti- 
cal” flaw, he charges, is that they base 
their authority in “their own experience 
rather than God’s scriptural word.” Since 
leaving the movement, David has devoted 
his full time to Bible study, living on a 
$$150 (US$70) monthly stipend from the 
fundamentalist Bible Presbyterian 
Church plus “donations.” 

» When two-thirds of the class of 1973 at 
Singapore's elite Anglo-Chinese School 
started speaking in tongues “people ac- 
cused us of being heretics or devil wor- 
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National Stadium New-Life rally: socially well-placed faithful. 


churches' notion that poverty was some- 
how a Christian duty," points out an exe- 
cutive. “The charismatic movement reas- 
sured me that it was all right to make 
money, that prosperity was a blessing 
given by God to the faithful, like Job and 
Abraham.” 


H^? the latest issue of Good News, 
a charismatic newspaper published 
here, does caution the faithful against let- 
ting material affluence dictate their 
worldly lifestyle. Other spokesmen of the 
movement also stress the return to 
spiritualism. But the principle enemy of 
spiritualism, in charismatic parlance, 





,* 


shippers or druggies," recalls one alum- 
nus. "I wouldn't use such a grandiose 
word as ‘persecuted,’ but we were defi- 
nitely signalled to ‘cool it,’ and I couldn't 
go to church from the age of 16 to 21." In- 
stead, the young student (who wishes to 
remain anonymous) drew religious sup- 
port from a movement too tentative to 
have a name. 

Military conscription soon tested his 
new-found faith. He declined the offer of 
an officer cadetship to cultivate a kind of 
grassroots Christianity. His quest led him 
to study social work at the National Uni- 
versity of Singapore. 

In his current social work job, he tries 
simply to be “steadfastly there for them, 
to earn their trust." Far too little store is 
set by social work in Singapore, he argues. 
"People fancy we're free of social prob- 
lems here, when what we really lack is so- 
cial workers to uncover them." 

As. for evangelism, his preferred 
technique is the “life-example” approach. 
Charismatic gifts, like healing, can be 
used to powerful effect, he feels, but only 
where. appropriate. “The Bible [in 
Timothy 1,5:22] cautions us against laying 
hands on anyone too hostile," he says. “I 
have free entry to doors in the public hous- 
ing estates of Singapore where you'd be 
hard pressed to get a missionary tract in 
edgewise. But that's because I don't abuse 
the privilege." — LINCOLN KAYE 
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seems to be not so much materialism as 
humanism. “By this we mean the issues- 
oriented social evangelism of the liberal 
churches,” explains Fr Fred Vegara of St 
Andrew’s Anglican Cathedral. Charisma- 
tics maintain that for Christians, good 
deeds are not so much an end in them- 
selves but a natural by-product of spirit- 
filled worship; this, in turn, will lead to sal- 
vation. 

But liberal church leaders have their 
difference with the charismatics on this 
score. Yap Kim Hao, general-secretary of 
the Christian Conference of Asia — which 
is affiliated with the interdenominational 
and socially active World Council of 
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Oilfield Equipment 
Available 
from the U.S.A. 
at Surplus Prices 
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worship is “self-absorbed in its excessive 
efocus on personal salvation." Yap adds 
that such a focus is an abnegation of the 
Christian duty to “heal the broken- 
hearted, to preach deliverence to the cap- 
tives . . . to set at liberty them that are 
bruised" (Luke 4:18). Yap also charges: 
“The charismatics ascribe all earthly ills to 
demons or to the sins of the sufferers. This 
begs the question of root causes of social 
problems.” 

Singapore students, at least, seem ready 
to leave such questions unanswered, as a 
campus history of liberal Christianty illus- 
trates. In the 1950-60s, the activist Student 
Christian Movement (SCM) rivalled in 


me lip the conservative Varsity 
Christian Fellowship (VCF). But the SCM 
has since been barred from the university 


` because of its support of pacifist causes 


during the Vietnam War in the early 
1970s. Meanwhile, the VCF and like- 
minded groups have flourished among 
Singaporean students. “Not surprisingly,” 
observes an academic, “such religion is a 
harmless opiate, it relieves pressures, pro- 
vides a useful network and in no way 
threatens the social order.” 

But if charismatic Christianity has its 
critics on the Left, it also comes in for its 
share of thunder on the Right. Old-time 
religionists in the mainline churches feel 
discomfited at the charismatics’ claims 


— x 
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and style. Tow Siang Hui, long-time pas- 


tor of the Bible Presbyterian Church, 
charges that the movement is grounded in 
"mob psychology, rather than sound 
scripture." He finds the emotive style of - 
worship — the handholding, guitar-strum- 
ming and babbling — to be alien to Singa- 
pore's Christian traditions. He is dis- 
turbed by the ecumenism of the move- 
ment, submerging what he sees as distinc- 
tions between Catholics and Prostestants. 

Tow finds presumptuous the charisma- 
tics’ claim to a “direct line to God, like a 
telephone hook-up.” Nevertheless, he 
concedes that “they are well-meaning 
people — not dangerous or heretical, just 
a little beside the point.” R| 





DEFENCE 


The software of security 


Tokyo’s agreement to allow exports of military technology 
to the US is expected to be utilised only gradually 


By Mike Tharp 

Tokyo: The recent agreement allowing 
the transfer of military technology from 
Japan to the United States initially will 
have more political impact, both in Japan 
and on bilateral relations, than on com- 


mercial applications. Longer term, the 


agreement may mean more defence busi- 
ness for several Japanese companies, and 


it eventually could lead Japan's defence 


industry into the global arms bazaar. Well 
before that, however, the agreement 
could become yet another irritant be- 
tween Washington and Tokyo. 

The agreement came after more than 
two years of sometimes prickly negotia- 
tions. In January 1983 the Japanese 
cabinet agreed in principle that reciprocal 
transfers of defence-related technology 
could occur, but a formal diplomatic note 
was not exchanged until the day before 
President Ronald Reagan arrived in 
Tokyo for a state visit in November. 

Essentially, the agreement opens the 
door for Japanese companies and the 
Japan Defence Agency (JDA) to sell or 
license military technology to the US pri- 
vate sector and the Pentagon. Such trans- 
fers had been prohibited in the past by Ja- 
panese Government policy. A 1967 
cabinet decision banned the shipment of 
weapons to the communist bloc, to coun- 
tries under United Nations arms embar- 
goes and to nations involved or which 
might become involved in international 
warfare. That ban was expanded by 
another cabinet measure in 1976 to in- 
clude all other countries (REVIEW, Dec. 4, 
'81). 

Beginning in 1981, US Defence Depart- 
ment officials made efforts to turn the 
one-way military flow from the US to 
Japan into a two-way arrangement. The 
rationale was that, under the mutual sec- 
urity treaty and other pacts, the US en- 
joyed a special relationship with Japan 
that should exempt it from the weapons- 


36 


export ban. Further, Washington was in- 
terested in certain technological develop- 
ments made by Japanese firms that 
seemed equal to or ahead of US advances 
in those fields. 

As argued by the Americans, allowing 
Japanese military technology to be ex- 
ported to the US would demonstrate 
Japan's commitment to the bilateral al- 
liance and would strengthen the overall 
security relationship. Also, the 1954 


how Ww 


military applications. Negotiators wran- 
gled over the distinction, with the Japan- 
ese preferring to limit the transfer agree- 
ment's provisions strictly to military 
technology. Including dual-purpose 
technology, the Japanese reasoned, 
would give American companies access t^ 
all manner of technology with main 
commercial spin-offs. Japanese firms al... 
feared that the Ministry of International 
Trade and Industry (Miti) would not allow 
the export of some dual-use technology 
because it might violate the government 
ban on overseas weapons shipments. 

Actually, dual-purpose technology was 
never banned in the first place from being 
exported. American diplomats took pains 
to have it mentioned specifically in the 
agreement so that Japanese companies 
might be encouraged to provide more of it 
to their American counterparts. 

There was also considerable debate 





Made-in-Japan F15: fear of commercial competition. 


Mutual Defence Assistance Agreement 
had stipulated that each government 
would make available to the other equip- 
ment, materials, services or other aid, as 
authorised by the government furnishing 
them. Thus, there was both a political and 
legal foundation for the military technol- 
ogy transfer and this was reflected in the 
text of the new agreement. 

It also confirmed a distinction between 
military technology and defence-related 
technology. The latter is so-called dual- 
purpose technology, having civilian and 


about procedures. The Japanese wanted a 
case-by-case review of each request for 
military technology, while the Americans 
sought a more general administrative en- 
dorsement that would allow implementa- 
tion by the individual companies them- 
selves. A compromise was forged under 
which a Joint Military Technology Com- 
mission would approve ali requests. Ja- 
panese representatives include one person 


each from Miti, the Foreign Ministry and 


the JDA, as well as two US Government 


officials 
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US officials believe most requests will 
involve dual-purpose technology, and 
they expect the recent agreement to cover 
most contingencies, Japanese officials 
eenerally agree, 

One important part of the agreement 
_rovides that only technology — not 
hardware or specific weapons systems — 
can be exported. It allows the shipment of 
a prototype or model, but no more. “Even 
components, if they are military equip- 
ment, are not authorised to be exported," 
says Hiroo Kinoshita, director-general of 
the JDA's equipment bureau. *We will 
allow only those articles necessary to 
make the transfer effective." 


No two months after the formal agree- 
ment was signed, there have been no 
specific requests from US companies or 
the US Government for Japanese technol- 
ogy. American officials and defence con- 
tractors in Tokyo believe the less-than-en- 
thusiastic response can be attributed to 
several factors. 

One is that not many US firms under- 
stand the agreement fully, nor do their Ja- 
panese counterparts. “Our defence 
eople are used to dealing with Nato 
eople, who are a generation ahead in 





cooperation on defence,” said one US of- 
ficial. 

Another factor is that it remains unclear 
what the Japanese may have that Ameri- 
cans may want. The usual items that have 
been mentioned include lasers, fibre 
optics equipment, telecommunications 
equipment, computer hardware, new ma- 
terials such as ceramics and radar-resis- 
tant paint and focal-plane arrays for 
battlefield sensors. But in the absence of 
specific requests, no one is certain. 

Further complicating the issue, many 
Japanese companies probably view their 
latest advances as proprietary and are re- 
luctant to divulge recent developments to 
competitors. 

One American defence contractor said: 
“Some of the latest and greatest stuff may 
be a little hard to get. The Japanese may 
have a super-duper something still in the 
developmental stage, so they re likely to 
sell you something two or three years 
old.” 
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One reason the agreement may become 
an irritant in bilateral relations is that pri- 
vate-sector transactions remain just that 
— company-to-company business deals. If 
the Japanese firm does not want to sell or 
license the technology desired by the 
American enterprise, neither government 
has the authority to force the deal to a con- 
clusion. 

Any Japanese company willing to pro- 
vide military or dual-purpose technology 
to the US is likely to charge a high price for 
it. “Usually, the exchange of technology 
will lead to the production of hardware, 
but this agreement is only for the ex- 
change of technology," said Hiroshi Mori- 
kawa, director of the defence production 
committee at Keidanren, the influential 
federation of economic organisations. “I 
think the money charged for supplying 
this will be quite high.” 

Japanese Government and business of- 
ficials claim that the US has been reducing 
the supply of advanced technology to 
Japan in recent years and raising prices 
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Japanese aircraft com- 
panies have been building under co-pro- 
duction agreements with McDonnelt 
Douglas Corp. for several years. Lately, 
however, the most sophisticated systems 
on that aircraft have been encased in sea- 
led compartments to prevent the Japanese 
from discovering how they work. The 
Americans fear that disclosing the con- 
tents would help Japan’s own efforts to de- 
velop its aircraft industry and compete in 
commercial markets. 

There is also political opposition to the 
technology transfer agreement. Most op- 
position parties criticised it when it was 
announced in November, as did some of 
Japan's largest newspapers. These critics 
contend that the agreement will ultimately 
lead to an abolition of the weapons export 
ban. 

Although Japanese officials deny both 
contentions, US. defence contractors 
suggest the agreement marks the first step 
in a gradual relaxation of the prohibitions 
on arms shipments. “The three export 
bans will be chipped away, little by little,” 
said one contractor. “The public attitude 
is shifting to doing more on the defence 
side, and exports are something that fit 
into the Japanese mentality quite well." 

Most analysts believe that an imminent 
stampede of US firms seeking Japanese 
military technology is unlikely. The agree- 
ment has laid the foundation for more 
thinking and talking about defence issues 
in Japan, which would allow more coordi- 
nation between the government and the 
private sector. 

“If people want it to happen it will,” 
said one US official. "But we can't force 
our contractors to ask for something, and 
they can't force theirs to say yes. Every- 
body is lined up at poolside, but nobody 
wants to jump in. As soon às someone 
does, others will follow." oO 
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The Joint Committee on Foreign Affairs and Defence of the Australian 
Parliament has resolved to inquire into the topic ‘Australia and ASEAN’ (Association of 
South-East Asian Nations). It is expected that the inquiry will consider the implications 


for Australia arising from 
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Tanaka; Fukuda: rules cannot bridle the excesses of the local power-game. | 





Tanaka: loved, hated, feared, revered 


ormer prime minister Kakuei Tanaka 

has inspired as much folklore and 
media indignation in Japan in this past au- 
tumn as Jack the Ripper did in Victorian 
London. A model of his head was carried 
around in cages on portable shrines 
(mikoshi); there were anti-Tanaka stalls 
at temple-festivals. It is almost unbelieva- 
ble that all the uproar was about the same 
man who was once the hero of the new, 
economically miraculous Japan. 

And, given the anti-Tanaka upsurge, it 
might seem unbelievable that while the 
ruling Liberal Democratic Party, which 
called the December 18 general election 
as an endorsement of its treatment of 
Tanaka, suffered a stunning reversal, 
Tanaka himself won by a landslide. But in 
the context of Japanese politics such an 
outcome was entirely believable. 

The hysteria was partly due to 
Tanaka's mocking of the informal laws of 
social custom — laws that, in Japan, are 
often confused with the laws of nature. 
Under normal circumstances Japanese 
politicians appealing a guilty verdict in a 
corruption case are not expected to resign 
from parliament. If that were so, the hon- 
ours list of post-war politicians would be a 
short one indeed. The only figure who 
made some major adjustments under 
comparable circumstances was Tanaka’s 
great opponent, Takeo Fukuda, who 
switched his career from bureaucrat to 
politician because of a corruption scandal. 

Still, being Japanese, a politician in- 
volved in a scandal is expected to come up 
with at least a token gesture or phrase, 
which can be seen as a sign of repent- 
ance. History, however, is a poor guide 
in this case, for never before has this 
country had an elected politician with 
as much control over the votes of his fel- 
low Diet (parliament) members as 
Tanaka. He obviously instils fear: not in 
the least because his present power, en- 
abling him to dominate the ruling party 


38 


and choose prime ministers, dates from 
after his downfall as prime minister and 
after his arrest in the Lockheed bribery 
scandal. All the six or so years during 
which he increased this power, the Japan- 
ese newspapers regularly predicted his im- 
minent demise. So fear of his power is 
coupled with much uncertainty; the most 
dreaded thing in Japanese life. 

Japanese newspaper readers are not in- 
formed of the nature of Tanaka’s power 
and not given analyses of the cir- 
cumstances that brought it about. The 
irony is that whereas Japanese tradition 
normally does not tolerate leaders with 
power comparable to those in the West, 
Tanaka's power would probably have 
been impossible if Japan had imported the 
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K. G. van Wolferen is the Tokyo corres- 
pondent of the NRC/Handelsblad, the 
leading newspaper of the Netherlands. 
His articles on Japanese politics have 
appeared in a number of specialist pub- 
lications. 
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spirit along with the letter of Western par- 
liamentary procedures. He is powerful be- 
cause of the double nature of the Japanese 
political system — a system in which the 
official, largely imported, rules cannot 
regulate and bridle the excesses of the 
local power game played by home-bred 
rules of habit. 

At the bottom of the political system Ja- 
panese are rather effectively governed by 
social "seniors" in their closely knit com- 
munity. At the top, powerful interest- 
groups help determine policy plotted by 
the formal institutions of government. 
What happens in this centre is viewed with 
the greatest possible suspicion by those 
outside it. Japanese, on the whole, are ex- 


| ceptionally cynical about their elected 


parliament. They feel themselves rep- 
resented almost solely by the politician 
they have sent to Tokyo to bag a maxi- 
mum of the spoils from bureaucrats’ con- 
tinuous budget wars. Such a politician is 
unfamiliar with concepts such as general 
welfare or national interest. He qualifies 
as a good politician by.the dexterity with 
which he wangles orders for the construc- 
tion of roads, bridges, hospitals, railway 
stations, schools and so on. 

Judged on these terms there has simply 
never been a better representative of the 
people than Tanaka. His prefecture, 
Niigata — long-neglected, isolated, and 
once very poor — today is well catered for 
with motorways, tunnels leading to ham- 
lets and more of these than much of the 
rest of the country. Niigata is, in many 
ways, the envy of other prefectures. Even 
today, government spending in Niigata is 
roughly 60% higher per capita than ing 
national average. 

Early in his career Tanaka organised 
the exploited farmers and seasonal work- 
ers who happily exchanged their post-war 
leftist causes for loyalty to a man who 
could deliver the goods. Today this or- 
ganisation — the Etsuzankai — is the most 
famous of the vote-gathering societies 
(which substitute for local party organisa- 
tions) in the country. It has helped at least 
10,000 people to find jobs, has arranged 
countless marriages and ensures that a 
candle with Tanaka's name on it burns at 
every funeral in Niigata. 


oris great contribution to political 
history, however, is his discovery that 
the methods for effective local politicking 
can be applied nationwide. He listens per- 
sonally on the telephone to village heads, 
city council members, school presidents, 
doctors and local politicians — anywhere 
in the country. He remembers problems 
and if he cannot intervene with the neces- 
sary funds or bureaucratic action, he 
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by reading the papers, but Tanaka is an 
extraordinarily popular man among the 
m ote who navel been drawn i into e dot 
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needs to be protected from 
Tanaka has nothing to do with 
the Lockheed scandal and very 


7 always consoles his callers with words of | 
understanding. One would never guess it. 
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much to do with the fact that he is 
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" o give Tanaka his due? The newspapers 
have spent vast amounts of energy on him 
without analysing the true nature of his 

` power and how he achieved it. The red- 

faced vehemence with which the editors 
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Phe false Veneers of Tanaka's wan- 
ing influence were — and still.are — 


With smaller fry this often works, but the 
press has simply not been able to either get 
a grip on Tanaka or grasp that he has been 
able to upset things because of his superior 
understanding of the reality of Japanese 
The pre- -election ruckus sur- 
rounding Tanaka brought to the fore some 
of the more absurd instances of UD 
make-believe. 

There is an intricate world hiding 
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UNIVERSITY OF SOUTHERN CALIFORNIA 


is offering a specially designed 


12-month M.B.A. degree 
- International Business Education and Research (IBEAR ) Program 


. fora class of international participants in Los Angeles, commencing August 1984. 
Application deadline March 31, 1984) 


Total education cost appr 


Applicants must have an undergraduate degree, a sponsoring company , 
and a minimum of 2 years working experience. 


: For f further inf ormation, please contact our local representative: 


Hong Kong Mr. Leo T. H. Lee Tel. 5-223672 
: Tung Tai Finance Co., Ltd. 
dca, Mr. Adi Nizar Tel. 375008 (ext. 281) 
' PT Astra International, Inc. 
Japan | Mr. Akira Nagashima Tel, (03) 434-5643 
; at Waseda University | 
Korea. Mr. Gong Soo Pyun Tel. 778-8311 
E M" Korea Investment & Finance Corp. 
> Philippines | Dr. Aurora H. Roldan Tel. 721-051! 
E Mr Reading Education, Inc. | 
Singapore $ ` Mr. Frank Tan Tei. 220-6352 
Frank Tan Associates 
Thailand. Ms. Yaovanee Rattakul — — Tel. 281-3336 
International Investment Co., Ltd, : 
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ut of step.. 


The early retirement of two top army officers sparks 
speculation as to whom they owed their allegiance 


By K. Das 


Kuala Lumpur: Army-command changes 
here are usually uncontroversial affairs, 
marked by the usual farewell parades and 
set-piece ministerial speeches compli- 
menting the departing brass. But the re- 
shuffle at the top in December 1983, in- 
volving some 20 officers, aroused unusual 
interest centred on two top officers who 
have been replaced. One was chief of the 
army and deputy to the chief of the de- 
fence forces Gen. Tan Sri Zain Hashim 
and the other was Lieut-Gen. Datuk 
Jaafar Onn, deputy chief of the army. 
The precise reasons for the premature 
retirement of the two officers went un- 
explained in the official announcement on 
December 20. Prime Minister Datuk Seri 
Mahathir Mohamad said only that the of- 
ficers were entering the private sector. 
But that did not explain why Zain — the 
army's most decorated officer who was to 
have become chief of defence on February 
4 this year — quit only two years before he 
was due to retire at 55. The defence forces 
chief, Gen. Tan Sri Ghazali Seth, who has 
been in poor health for more than three 
years and was due to step down on Feb- 
ruary 3, was asked to serve in the top post 
for two more years. No reason was given 
for his two-year extension of service. 
Jaafar had long been regarded as one of 
the army's finest soldiers, though he has 
remained out of public view for about 


- three years. He originally was due to retire 


in 1985. There was foreign press specula- 
tion that both generals are royalists who 
might have thrown their influence as army 
leaders behind Malaysia's nine heredit- 
ary rulers in the constitutional crisis which 
began in mid-1983 when the nine sultans 
refused to permit the Yang di-Pertuan 
Agung, or king, who is elected from their 


number every five years, to give royal as- 
sent to a parliamentary bill. The bill, if 
signed, would have made the sultans' role 
in law-making superfluous. The crisis was 
resolved on December 15, 1983 (REVIEW, 
Dec. 29, '83). 

The speculation, however, failed to 
take into account the political control 
exerted over the armed forces through 
civilian checks and balances consisting of 
complex and changing chains of com- 
mand, and personal relationships between 
top political leaders and their military 
counterparts. For example, there always 
have been strong family links between 
Malaysia's prime ministers and their top 
military leaders. Ghazali Seth is a cousin 
of former prime minister Tun Hussein 
Onn. Jaafar is Hussein's brother. The 
previous prime minister, Tun Abdul 
Razak, was Hussein's sister-in-law's hus- 
band and thus had close relationships with 
Ghazali Seth and Jaafar. And the coun- 
try's first prime minister, Tunku Abdul 
Rahman, is an uncle of then defence chief 
Tunku Osman Jiwa. 


nother check against political ambi- 

tions among members of the armed 
forces is the frequent changes of com- 
mands, designed to prevent any build-up 
of personal loyalties. An arrangement 
whereby each sultan serves as an honorary 
colonel-in-chief of a military unit appears 
on the surface to be a dangerous one be- 
cause of the possibility of units shifting 
their loyalty from the central government 
to individual sultans. But the fact is that 
none of the units is stationed entirely in 
one state. And the units' commanding of- 
ficers also are not stationed in the states 
where the colonels-in-chief reign. 













p be- 
lief that the military 
might have tried to | 
play a role during last 
year's confrontation 
between the govern- 
ment and the sultans. 
Zain, according to 
sources close to the 
royal families, is 
close at least to the 
royal house of Perak, 
and the Sultan of 
Perak has been tip- 
ped to become the 
next king, though 
now some doubt ıt. 
Also, the Perak ruler 
is known to be 
strong-willed and 
capable of uncon- 
ventional ^X action. 
With the  sultan 
on the throne in Kuala Lumpur and Zain 
becoming chief of defence forces, it is ai 
ves the civilian government might hav . 
ecome uncomfortable. Zain told the 
press after his retirement was announced 
that there “was no misunderstanding with 
the government,” adding: “I feel that three 
years as chief of [the] army is enough and I 
wish to give the opportunity to younger 
man." The younger man to whom Zain was 
referring is former intelligence chief Gen. 
Datuk Mohamad Ghazali Che Mat. 

The absence of the usual parades and 
praises which. normally accompany top 
brass retirements left questions in the air. 
The low-key retirement ceremony for the 
officers followed the prime minister's non- 
attendance recently of the 50th anniver- 
sary of the Malaysian Armed Forces' 
founding. He went off to Europe instead 
on holiday. It was also noted that the third 
highest slot in the armed forces, that of de- 
puty chief of army, was filled by Maj.- 
Gen. Hashim Mohamad Ali, who was 
head of the Peninsular Command “also 





Sultan of Perak: 
unconventional action. 





his new appointment. Hashim is als 
Mahathir's brother-in-law, a fact that puts 
Mahathir in a similar position as that of his 
predecessors who all had close relatives 
high in the army command. Given the age 
of the two officers senior to him and the 
mandatory retirement age of 55, Hashim, 
now 50, should be in overall command of 
the armed forces.in about two years. 
Allegations of corruption in high army 
ranks are also rampant and it is said that 
corruption explains the departure of at 
least three senior officers. About 10 years 
ago, several officers were asked to quit be- 
cause of suspected corruption. There is lit- 
tle doubt that the reshuffle was inspired at 
least in part by a desire to purge the armed 
forces of indiscipline in the ranks — a pro- 
blem which resulted recently in shoot-outs 
and even armed robberies involving mili- 
tary personnel. Several colonels have 
been promoted in the hope of improving 
the military's image, but for the moment 
there is some doubt in the public's mind 
about the army's once-impressive stand- 
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For the No. 1 loader/backhoe line. Best sell- 
ers worldwide. The only loader/backhoe with 
loader power linkage for greater breakout force, 
faster dump. And exclusive over-center back- 
hoes for better loading, better roading. 


For the only excavators with the turntable 
B: Lets you dig deeper, dump higher . . . 

r trench level on hillsides. The only excavators 
with Wrist-O-Twist* for extra bucket control. 


For crawler dozers with on-the-go angle'tilt. 
A Case crawler line exclusive — helps make 
every pass a working pass. Two track power 
turns. 


For loaders with 4-wheel torque proportion- 


ing differentials. Extra traction on both axles 
keeps jobs moving in slippery, muddy terrain. 


Case thinks of everything. 





For skid-steer loaders featuring power-in- 
hand command. Hand levers control speed, 
direction, all bucket functions — no awkward 
coordination of hand and foot movements to 

get the job done. 


For construction equipment selection that 
includes a full line of — trenchers, compaction 
equipment, forklifts, cranes, other equipment. 
See your Case dealer, or write to Asian Repre- 
sentative office of the J | Case Company, 12-C 
12th Floor, Yen San Bldg., 268 Orchard Road, 
Singapore 9, Republic of Singapore. 
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A Tenneco Company 
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Up in the clouds, every extra inch is a big extra in comfort 
Our spacious, luxury seats give more legroom than others for better stretch, easier movement 
Attentive Golden Service. Gourmet meals served in style. We are what many call First Class 


BECAUSE YOU ARE ON A LONG LEG WITH US. 





WELL TREAT YOU LIKE GOLD 


malaysian airline system 





7s TO AMSTERDAM € DUBAI € FRANKFURT € KUALA LUMPUR € KUWAIT e LONDON € MELBOURNE € PARIS € SYDNEY 
agapore € Taipei € Tokyo and 36 destinations within Malaysia. For reservations contact your travel agent or any Malay sian Airlines office 
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Ihe Lai Lai Sheraton with 705 spacious 
rooms & suites and 12 magnificent restaurants 
and lounges offers travelling executives superb 
facilities for business and relaxation. 

A sophisticated executive center. Fully 
equipped health club with swimming pool & 
squash, jogging track, massage and sauna facilities. 
Over 70 meeting and banquet facilities. And little 
things like a hair dryer and toiletry kit in every 
room. Automatic wake-up call and free in-house 
video movies. 

A model of elegance and service with all the 
comforts of home. 


Taiwan's First Choice 
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Lai Lai Sheraton í 


RTS WORLDWIDE 


A OR as ree Lo gc al 
AN, REPUBLIC OF CHINA 


Hotel Taipei >“ 


For reservations, please contact your nearest 
Sheraton Hotel or Sheraton Reservations office, 
or contact us directly. 


Hong Kong 3-723-3535 Tokyo 03264-4270 
Osaka 06-314-1019 Seoul 444-8211 
Singapore 235-4941 Manila 50-60-41 
Bangkok 233-5160 Brunei 27272 

Lai Lai Sheraton Sales Office: Tokyo 03-271-2970 


12 CHUNG HSIAO EAST ROAD, SECTION 1, TAIPEI, TAIWAN, R.O.C. 
TELEPHONE: 321-5511 TELEX 23939 CABLE: SHANGTEL” 
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WWF /Kojo Tanaka/BCL 


‘Lhe 
Giant Panda 


needs your help 
to survive 


(35es every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People's Republic of China. 


WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WWF 


National Organisation in your country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 


WWF, WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogiluy & Mather. 








By Maung Tin Mya 
Rangoon: Rock music has, somewhat 
surprisingly, taken firm root in Burma, à 
socialist. and predominantly Buddhist 
country. The ruling Burma Socialist Prog- 
ramme Party, which came to power 21 
years ago, calls periodically for prevention 
of cultural pollution by alien influences — 
especially “decadent” pop music. And 
- Buddhist teaching, which was introduced 
to the Burmese people by King Anaw- 
rahta of Pagan in the mid-1 1th century, re- 
quires its devotees (about 85% of the 
population) to abstain from sensual plea- 
sures including performing arts. 

But despite religious, political and 
moral objections, rock music — is 
strengthening its hold on young people 

D. has become very much a part of popu- 
lar entertainment alongside the tradition- 
ally accepted forms of stage shows. And 
almost always rock e groups command the 


The stars and 
the styles 


urmese youngsters from all walks of 
life are jumping on the music wagon. 
. Here are some of the stars and styles put- 
ting their stamp on the Burma beat. 
| Aung Ko Latt: A Brothers’ guitarist 
"whose rise to fame came with an agita- 
tion song released before the first elec- 
tions to the People's Congress in 1974. 
Bo Bo Han: Hailing from Chin Hills, he 
accompanies his singing with a routine of 
light callisthenics. 
Kaiser: His folksy themes and colloquial 







E bed Sweet; Mya Thida; A Khun Yi: 


tic: a d j relic igion aver-rulec 
rock takes root in the rice lelds — 
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lyrics combine to make him one of the | Nwe Tin Win UN Win): 





the Burma sound with the homegrown quality blossoms. 
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highest attendance at any given festival. 
The Playboy, a top rock group. per- 
formed forthree days at the great Shweda- 
gon Pagoda in November in celebration of 
the Tazaungdine festival. The LPJ (Love, 
Peace & Joy) was playing to packed 
houses at the same time in Mergui, a thriv- 
ing town on Tenasserim coast about 650 
kms south of Rangoon. Two weeks previ- 
ously, thé same band entertained the resi- 
dents of Pa-an, the capital of the Karen 
state, one of the constituent states and di- 
visions of the republic, on the occasion of 
the Karen State Day. | 
More than 75% of the songs local pop 
groups perform are Burmese adaptations of 
international hits. Although they retain 
the original tunes, their Burmese words 
do not necessarily correspond with the 
original versions. Abba, the Bee Gees and 
Boney M are favourites as are John Den- 


most popular performers on the circuit. 
L. Khun Yi: A Kachin Christian with a 
highly technical vocal style. She can 
strain her voice almost to the point 
where glass breaks. 

May Sweet: Daughter of a popular film 
actress and one of the top-selling female 
vocalists. Her album of her mother's old 
movie hits was a bestseller. That was 
three years ago but the fans are still 


|! loyal. 


Min Aung: Her treatment of Burmese 
classics are liked by the young. loathed 
by the old. 

Mya Thida: Than Naing's younger sister 
and an exponent of singing technique. 
Nyein Nyein Ei: She mimics the Western 
disco sounds — but does so very ably 

Á former 
























































ind also Nam: stars Such as Tra racy | 
It is a reflection of thehomegrown« 
ity of Burmese rock that the music 
known, not as rock, but as "stereo. 
arose during the early f 
vouths first began imit 
rock musicians. The cot 
ment-run Burma E 
(BBS) refused to give them 
they in turn went to private promoters. 
The promoters, most notably U B 
Thein, recorded the young mrusiiians in 
their own studios equipped with higi 
fidelity stereo sound-recording faci 
and marketed the taped songs, label 
them “stereo music.” to differentiate 
them from the BBS mono sound. TI 
name has stuck to this day and rock müsit. 
circles refer to the similar BBS vocalists as 
"monos, 4 
With the coming of cassette tapes an 
easy-to-operate cassette recorders at th 
turn of the 1970s the pw for taped 
music vastly expanded and the boom: 
tracted educated youngsters to the world 
of pop music. The once-rejected young 
musicians became a Now there 
are four well-equipped major studios fà 


ef 





Ee 


university tutor with a repertoire in both: 
Burmese and English. 

Pearl Ba Tu (Palai): Starring with top 
rock group The Playboy. her sophistica- 
tion and stunning good looks further en- 
dear her to the fans. | 
Pyu Thi: Followed by young and old 
alike, her rich vibrant style makes ie 
the undisputed highest earner of an 
vocalist in Burma. 

Sai Hti Saing: A frail-looking Shan boy 
who has won the fans over with his sent 
mental songs delivered in a relaxed styk 
Sai Saing Maw: Another Shan boy : 
puts his own lyrics to original hit tunes 
Than bigis Husband of Pearl Ba ^ 
this former drummer with The Play boy | 
and now ihe. group's s lead nerformer, i$ | 
Burma 3 biggest rock superstar of today, . 












enjoy their new-found respectability. 
Many rock songs are now broadcast by 


| the BBS, and the stars often appear on the- 
country's two-hour daily TV programme 


ni ne: | — an indication of their higher status. 







ed. As stereo music outse 


NGUAGE 


Bunny Suraiya 
ura mamla has been made of the 
et that filmi boli is being gusaoed 
o Angrezi. Or, put in standard English, 
ig issue has arisen about the incursion 
of Bombay filmland slang into the English 
guage. Hindi filmi English (HF E). « 
Hindlish" as some might call it, is in- 
reasingly heard not only in the towns and 
es of India but wherever there is a siza- 
ble Indian immigrant population. The in- 
reasing popularity of Hindi films, and 
lm magazines, among non-Indian com- 
nities such as Arabs, Pakistanis, 








dfish a transnational patois of the fu- 


Born i in the studios, back lots and the 
ine alleyways of power behind the 
d's biggest film industry, which with 
laries employs more than 100,000 
ople, HFE grew up as a streetside waif 
thea gamin charm, rather like a charac- 
in a Bombay talkie. Almost overnight 
was transformed into a brash, young par- 
taking a large cross-section of Indian 
y by semantic storm. With the prolif- 
of film magazines, Hindlish has 
ped from a spoken slang to a 
language which uses Roman script 
finding acceptability in a variety of 
cations and social milieus. Breezy, 

t and evocative of the great myth- 
e of the Bombay talkie which isar- 


nd luxury apartments, on college cam- 
es and in housewifely coffee meets. 
HFE lends itself well to the Indian poli- 


n, exciting events) and Hang. 
(fracas) is often reminiscent of a 


lindlish —the streetside waif 
at became a brash parvenu 


the medium is an effective malish (mas- 


ngladeshis and Nepalis could well make ; 


. long-lost cousins" 
sporadic contact for several hundred | 
arena which with its tamashas (go- | 





Still, from the beginning, rock. musi- 


t a cians have been severely criticised by con- 
u di into remote areas not jt yet ee 

oO wor 3p music has been branded’ as “deca 
with un-Burmese sounds, un- Burmese ¢ ex- 





“culprits of “cultural pollutio ; 


pressions and un-Burmese stage manners. 


Defenders of rock music, suem. as U 





Bombay film scenario. When some time 
ago Khushwant Singh, writer, columnist 
and a doyen of Indian journalism, de- 
scribed himself as a chamcha (literally 
“spoon”; admirer, acolyte) of Prime 
Minister Indira Gandhi, the confusion 
caused a flutter not only because of its 
ideological slant but also because of the 
choice of the HFE word used. Now how- 
ever HFE usage has become common in 
most sections of the media. Realising that 


sage), the advertising industry has taken 
HFE into its fold. Advertisements. pro- 


claim the asli (real, authentic) qualities of - 


products as against the nakli (false, spuri- 
ous) claims of competitors; a brand of 


cheese is lauded as the real cheez ‘(literally | 


"thing," HFE 
tive"). | 

The bastion of HFE is still of course the 
"filmi" (pertaining to films, specifically 


connotation,  "superla- 


Bombay films) press. The Dr Johnson, so - 


to speak, of the brave new language is 
“Neetu” who uses her column “Neetu’s 
Natter" in Stardust magazine as a verbal 
trampoline to bounce new words into the 
HFE lexicon. Full of “lafdas” 
"kahanis" (stories, lies, gossip) "nakras" 


(excessive coyness) and “gol-mals” (trou- | 
bles), these write-ups are practically in- - 
comprehensible to anyone not initiated - 
| into such newspeak. 
ably one of India's most popular institu- |- 
HFE is in common use in tenements | 


Linguists have pointed out that born i in 
the common cradle of Indo-E uropean lan- 
guages, Hindi and English are "distant, 
who 


years. Via Arabic and Greek, Indian 
words such as camphor, musk and opal in- 


| filtrated Middle. Engush. Growing British 





the same : plane. of thought and share the | : 
| same aspirations. Although they are dis- | l; 
| tressingly underpaid, 
music world is duly recognised and they l 


their role in the- 


(tangles) | 


have been in 
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à ing on his drums to the m: 
-of Colonel Bogie. ^" 
ie early Burmese m isi 

















on the Burie harp.” D 
(seven tones) came on the. 
xylophone. International oroe oma - 
scale: (12 tones) was introduced along 
with the piano to Burma. Gradu ; 

mese musical instruments came to bi 
tuned to the chromatic scalé and the 
purely Burmese scale was lost. So, say the - 
rock enthusiasts, why pick on the yo ng 
musicians for not conforming to some- 
thing that only exists in theory? = 0 


















































mey interests in tdan Gaee sach] lin- 
guistic imports, though initially the East 
India Company with typical English. inst 
larity issued directives forbidding "th 
several Factoryes from wrighting words in 
this [Indian] language and refrayned from 
itt our selves." Edmund Burke warned 
that a hybrid language “so foreign from all 
the ideas and habits . . . of members of 
the House [of Lords] has a tendency to 
disgust them . . . They are fatigued into 
such a despair of ever obtaining a compe- 
tent knowledge óf the transactions in 
India, that they are easily persuaded tore- 
mand them . . . to obscurity.” 

Despite such caveats, semantic cross- 
fertilisation spread over the colonial land- 
scape and words such as calico, gingham, 

khaki, chit, pundit, nabob, and mahara- 
jah took their place in the Anglo- 
Indian lexicon which in 1886 was codified 
in a dictionary popularly called Hobson 
Jobson (echoing the Moharram chant of 
"Ya Hasan!, Ya Hosain!") which disted 
several thousand entries. - 

Although the first Indo-Anglian writers 
like Michael Madhusudan Dutt largely 
emulated British literary norms, later a 
thors such as C. V. Desani, Raja Rao and 
Mulk Raj Anand sought to “Indidnise” . 
English. Rao made his case for Indian- 
English saying “as long as we are . . truly 

Indians . . . we shall have the English lan- 

guage with us and amongst us. . . as one of 

our own, of our caste, our creed, our sect 

and of our tradition.” 

. Novelist Raj Anand, io: dims to 

have contributed 50 words to the Oxford 

Dictionary's supplement of words from 

India, Pakistan, Bangladesh and Sri 

i Lanka, has distinguished - his “pigeon” 

English, which “soared to the skies," from 

pidgin- -English which. *wallowed in the 
















gutter," With the. growing. international 
popularity of writers such as R. K. 
Narayan % md Anita Desai, Indo- -Anglian i 








expression would seem to have come it 
its own. However whether or not HFE 
contribute significantly to its timbre and. 
tone or turn out to be a nakli tamasha =. 
: mains to be seen. . pe 
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à os inorprets them. No 
gror hem. Una. can bay 






reo" ‘Decide S. 
medium puts the 
of Asia at t your finc 





nfi and pol tical realities 
ips asd oes the Asia Yearbook. 


he Now In Its 25th Edition 


" The Asia 1984 Yearbook, celebrating its. 25th anniver- 


sary, is bigger and more comprehensive than ever be- 


fore. Matching the rapid pace of Asian development, we . — 


have gone into greater detail, with deeper insight, to pro- 
duce a book that anyone who has any dealings with Asia 
: should have on the bookshelf. 


The Asia 1984 Yearbook includes two new chapters in 


the Special Section, namely Commodity Futures and 
Asian activities at the United Nations. You will find fami- 
liar chapters and features as well: a Regional Round-up, 
The Power Game, Population & Food, Development 





South Pacific and Asian Organisa S. 
The main body of the book contains chapte at 








countries. Each is divided into 3 sections eni DEM | 


Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan. through China, to 


-Korea and Japan, down through the Philippines to Aus- 
tralia and New Zealand, and.then back to Pakistan via 
— India, Indonesia, Singapore and Malaysia. | 
As in the past, the Yearbook has. an abundance of 
charts, tables and graphics to illustrate the material, in- 
CUAN a full ili military profile of ever / U 







first-hand information on everything from harket i poten- 
tial and population trends to foreign aid involvements 




















. How We Did i = | 
-. Published by the Far Eastern 
A Yearbook is the result of thousat 
' every year. Every week, the f 


7 -and virtually every area o 
.. leading team of writers, & 


. keep the Asia Yearboc 


Banks, Asian Finance, Asian Investment, Energy, Com- 
modities, Aviation, Shipping, Trade & Aid, West Asia, | 


nd. social and cultural redii Fach ' section has 


O ; | 
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E a master questionnaire prov 
experts. 


provide on-the-spot reports 
capital. From Islamabad. 


staff contribute (as they 
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Far Eastern Economic Review, 
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ion kong 3 strong- 
est “psychological 
defence against its 
present political 
wee crisis has been to re- 
lish its past triumphs 
| Over adversities 
h might have shattered. a less resilient 
it. Tog get started at all, Hongkong pit- 
d the forces of trade against nature to 
uild within a few years a thriving city on a 
3t and rocky outcrop. After the ravages 
a Japanese occupation which saw the 
al currency debauched and the govern- 
it..imprisoned, Hongkong pulled 
back to post-war business as usual. 

China os was iuis by the Ko- 


Tei into building is successu 
ufactu y sector. There were bombs 


pan and Western Europe: Conflict 
Soukalis and Maureen White. Frances 
given. 


his collection of essays by authors from 
Europe, Japan and the United States 
:ms from a conference held in Oxford, 
land in 1980. The book tackles a big 
t.— one that has been ignored for 
long when one looks at the plethora of 
erial on Japanese-US relations. 
elations between nd and Europe 
rfrom a lack of definition. There is 
ng like the security treaty between 
nd the US. 

even discounting the security pact, 
.Nukazawa shows that economi- 
he US is more RN to Japan 
Europe: Japan exports close to 25% 
al exports to the US and receives al- 
20% of total imports from there. The 
nding figures for the European 
ic Community in 1979 were 
(exports) and 7. 6% (imports). 
‘haps the main reason for the lack of 
ition in relations between two of the 
Id’s three most vital economies lies in 
question, "what is Western Europe?" 
ardless of whether or not it is justifi- 
le to leave out such important manufac- 
hg and trading countries as Sweden 











































and Cooperation edited by Loukas 


inter (Publishers), London. No price 
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_ that somehow it would not happen 
Pd 1982, a widely held view was that 


POLITICS 


Facin ng ne í fa 4 ts i Hongkong 


Hongkong has had to fight, but for the 
past 140 years it has won. The legacy of 
those victories is a popular sense that 
Hongkong is special, privileged, untouch- 
able. Hongkong's view of 1997 — when 
Britain's 99-year lease over most of the 
territory expires — was, until recently 





1997 could be ignored, simply deprived ot 
its significance by a conspiracy of 
silence. among Britain, Hongkong and 
China. 

When it became clear that British Prime 
Minister Margaret Thatcher would be 
explicitly raising the Hongkong issue dur- 
ing her visit to Peking in September 1982, 
deft political conjuring was expected 
which would satisfy China with some nom- 
inal title to Hongkong while leaving its 
British-run administration intact. 

In the event, Thatcher proved anything | 
but deft. She established an adversarial re- 
lationship with China’s leaders over the 
issue of the legitimacy of Britain's claim to 
Hongkong, drawing from them the public 
proclamation of a “hard line" on the abso- | 


COMMERCE 


Defining the difficulties 


and Switzerland when considering Euro- 
Japanese relations, Western Europe has 
become synonymous with the EEC, and is 
treated as such by the book's authors. 
But as Benedict Meynell shows in a 


first-rate chapter which disposes of such. 


widely held myths as the laser penetration 


of Japanese goods in certain targeted - 


European industries and Japanese com- 
plaints of European laziness in cracking 
the Japanese market, there are severe 
limitations preventing the EEC Commis- 
sion — the community's executive body — 
from acting as the community's authorita- 
tive voice and its sole responsible 
negotiator. | 

His remarks are endorsed by Geoffrey 
Shepherd in his chapter "Japanese Ex- 
ports and Europe's Problem Industries." 
Shepherd introduces an interesting model 
to describe the Japanese export cycle. It 
starts with a period of narrow specialisa- 
tion within a highly competitive sector, 
say, motorcycles or videos. With these 


products a third market is attacked, fol- | 


lowed by an onslaught on American and 


tectionist measures this onslaught pro- 
vokes, 
such as building car plants in Britain. The. 


Japan moves on to higher-skill sectors, 
possibly, as in the case of textiles, leading 


European markets. To overcome the pro- _ 
offshore investments are made, 


final stage of the cycle is reached when - 





























1g has i 
not look likely to dos ; 
Through the early months 
British exchanges whi 
Thatcher's visit, Hongkon, f 
keep the future at arms’ length b 

it “uncertain.”  Althougi 
voices in the te rritory emphasised 
negotiable nature of Peking’: 
cover both sovereignty and adr 
over Hongkong, the hope ret 
‘China’s mind was not yet made 
some new argument might emerge which 
would defer or diffuse Hongkong's nifi- 

cation with the mainland. | 
The psychological need to believe that 
the 1997 | issue was s above all “uncertain, i 











BEHE A pu meant that Hon 
| people have perceived the gradual resoh 
tion of their future as a confused mass ¢ 
fragmented incidents — a word or a 
speech here, a symbolic gesture there, tri- 
vial incidents analysed in depth and i 
found ones almost overlooked. | : 
The great virtue of Bonavia's book is its 
consolidation of the raw journalistic data 
of the past two years. He relates causes to 
consequences, and shows direction in the 
negotiations where direction does exist. 


to the ebbing and eventual disappearance 
of the original threat. Christian Sautter 
would agree, but adds a crucial first stage, 
the teething period in Japan's domestic 
market, which is so competitive that only 
real winners emerge to take on the 
world. 

Shepherd also shows that until now — 
and it is here that his argument comple- 
ments Meynell's view. of the institutional 
weakness of the EEC — - Europe has not 
responded with a united voice. It has not 
gone beyond cries of “this we shall not en- 
dure" and a ritualistic mixture of requests ^ 
and threats to ease up or else. Rather, the 
different countries in the community fol- 
,low different con- 
* flicting and, if they 
| are not careful, 

self- DOLES ating 




















nate : danser. that 
politicians will con- 
tinue to tinker 
while whole sec- 
| tions of Europe's 
industries burn. 














Deng and Thatcher in Peking: not-so-deft political conjuring. 


There is little appeal to “uncertainty.” 
Hongkong 1997 is an analysis of how and 
why Hongkong is reverting to China, 
rather than when or even whether such a 
reversion will occur. 

Neither Britain nor China emerge from 
the analysis with much credit. China is 
seen to be damaging its own economic 
development by retaking Hongkong in 
order to satisfy antiquated ideological 
goals: Britain is seen to be cooperating in 
this reversion because its feelings towards 
Hongkong are a mixture of confusion and 
apathy. Bonavia’s political judgments are 
made even-handedly. It is not that Hong- 
kong, Britain or China are wholly good or 
wholly bad but that the retaking of Hong- 
kong by China is likely to be damaging to 
both Hongkong and China because their 
ways of life are incompatible. 

As Clare Hollingworth points out in her 





introduction, Bonavia, who is the 
REVIEW's Peking correspondent, has the 
benefit of speaking fluently the language 
of the country in which he works. This 
should be commonplace for a foreign cor- 
respondent: it is in fact a rare asset. 

Hongkong 1997 has many valuable in- 
sights into Hongkong's and China's culture, 
politics and economy. It is less satisfactory 
in its handling of the British political di- 
mension, which receives only cursory 
treatment, and the reader will conclude 
Hongkong 1997 with little grasp of the in- 
fluence of, say, the Falklands conflict, the 
character of Thatcher, or the workings of 
the British Foreign Office. 

But the real disappointment about 
Hongkong 1997 is its predatory price. For 
a locally produced, slim paperback, albeit 
one with a limited shelf-life, HK$69 seems 
unreasonably expensive. — R.C. 





More of a 
1789 solution 


The Hongkong Crisis by Gregor Benton. 
Pluto Press, London. £3.50 (US$5). 


Among the plethora 
of books which are 
bound to emerge on 
the current political 
uncertainty Over- 
BW hanging Hongkong 

there will doubtless 
be better than this: crudely Marxist in 
tone, short in length and bearing all the 
hallmarks of being rushed into print. The 
author, an academic with an apparent in- 
terest in China's recent democracy move- 
ment, makes his prejudices known from 
the second sentence when he writes of 
British colonialism having “been forced 
out” of almost all its former possessions 
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— a judgment so naive it can only be ideo- 
logical. 

However, Benton is also no fan of Pe- 
king, which he sees as bureaucratic and 
aloof. The picture is one of two corrupt re- 
gimes trying to do a deal over the heads of 
Hongkong's "struggling" masses who, we 
are told, are “smouldering with a discon- 
tent that could burst suddenly into 


flames." Such is the potential for riots as | 


viewed from Academe. 

The rigours of the dialectic lead the au- 
thor to a conclusion of pure fantasy when 
he calls for Hongkong's socialists, who- 
ever they may be, to pursue full democ- 
racy through some form of mooted “con- 
stituent assembly” — shades of 1789. 
There is then postulated the hope of an al- 
liance between these same socialists and 
what is termed the “movement of demo- 
cratic dissent" inside and outside China, a 
dream which tells us more about what 
goes on inside Benton's head than it does 
about present-day Hongkong. 

— CHRISTOPHER WOOD 
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The 
shocking, 
documented 
expose of how 


Japan is ruthlessly 
plundering the 
rest of the 

world . 


THE 
JAPANESE 
CONSPIRACY 





THE PLOT TO DOMINATE 
INDUSTRY WORLDWIDE— 
AND HOW TO DEAL WITH IT 


By Marvin J. Wolf 


Japan's emergence as a powerful world economic 
force is supposedly the result of superior manage- 
ment techniques. Nonsense, says the author of this 
explosive book. Their new power actually stems from 
an unethical system of economic totalitarianism mas- 
querading as free enterprise. Japan thrives because 
of a hidden, government-led plot to target and de- 
stroy leading Western industries 


In this masterful, carefully documented work, the 
author shows how Japan is overwhelming world com- 
petition through violation of licensing agreements; 
outright espionage; dumping products in foreign mar- 
kets to. depress prices and destroy competition; 
price-fixing; the creation of cartels; and secret gov- 
ernment subsidies. 


IB THE JAPANESE CONSPIRACY shows how the Japa- 
nese—in collusion with American retailers—used se- 
cret Swiss bank accounts for rebates and dumped 
enormous of color TV sets in the U.S. at 
prices below cost. The result? American television 
manufacturers were driven out of business. 


B How American semiconductor tech- 
nology and subsidized thelr largest electronic firms to 
sell microchips in the U.S. and Europe at a fraction of 
American prices. The result? Most of Silicon Valley's 
microchip producers were forced out of the market. 


E How the Japanese are skimming a billion dollars 
from gambling revenue to subsidize copies of Ameri- 
can machine tools, dumped at below cost. The result? 
The crippling of another vital American industry. 


The author dramatically details how the Japanese are 
unethically attacking one American industry after an- 
other—aircraft manufacturers, photocopiers, steel, 
pharmaceuticals, computers, and the entire knowl- 
edge industry. He shows how the Japanese promote 
free trade abroad but operate a secret system of 
protectionism at home to keep out American prod- 
ucts. He debunks the myth of the happy Japanese 
labor force. 


Finally, he presents a point-by-point program that the 
West should adopt to stop Japan's military-like attack 
on world capitalism 


- USE COUPON TO ORDER YOUR COPY TODAY! — 


EMPIRE BOOKS 
527 Madison Avenue, New York 10022 

















Please send me copy(ies) of THE JAPANESE | 
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Thailand angrily rejects financing terms for refinery expansion 


By Paisal Sricharatchanya 
Bangkok: When directors of the Thai Oil 
Refinery Co. (Torc) flew to London in 
mid-November, they were hoping to 
finalise with Britain's Barclays Bank In- 
ternational and France's Société Générale 
a US$622 million credit package to fi- 
nance the company's ambitious scheme to 
nearly double the present 65,000 barrels- 
a-day (b/d) refining capacity. Talks with 
the two banks had been going on for more 
than six months and the anticipated finali- 
sation was the last hurdle before getting 
the long-pending expansion project off 
the ground. 

But the London session turned out to be 
brief. The Thai party abruptly broke off 
the talks and returned home after reject- 
'ing three tough conditions put up by the 
banks, which it considered unacceptable. 
These required the company to set up a 
US$142 million “cushion” fund from 
which repayment to the banks could be 
drawn if the company suffered unforeseen 
financial difficulty; to insure the refinery 
complex at Si Racha (east of Bangkok) 


against damage from fire, accident or in- 


efficient management by naming the 
banks as beneficiaries, and to shoulder 
costs over-running by US$100 million 
(any cost escalation below that amount 


‘would be equally borne by both sides). 


The conditions later prompted angry 


reaction from Thai Industry Minister Ob 


Vasuratna. Retaliating to what he describ- 
ed as an insult to Thailand's dignity, the 
minister ordered Torc to terminate any 
further negotiations with the two banks, 
cancel an already signed expansion con- 
tract with the British-French consortium 
of Davy McKee/Technip/ProcoFrance 


and make preparations to call for new 


bids. 

Ob clearly was intent on manoeuvring 
for a new financing package on more 
favourable terms — and he appears to be 
succeeding. His widely publicised action 


prompted a series of meetings with British 


and French ambassadors and a senior 


- Davy McKee executive representing the 


contractors’ consortium. Although little 
of the meetings was made public, it is 


understood that the British and the 


French are trying to salvage the contract. 


- According to one senior official source, 
the Davy McKee executive asked Ob to 


delay cancellation of the contract while his 
consortium negotiated with other banks 
(in the same countries) to arrange a new 
financing package. 

He reportedly gave assurances that the 
new proposal would be more favour- 
able and offered an undisclosed sum of 
grants to the Thai Government. The fact 


Oil on troubled waters 


that the proposed loans would be ex- 
tended through the export-credit agencies 
of both countries — Britain's Export 
Credits Guarantee Department and 
France’s Coface (or Compagnie Frangaise 
d'Assurance pour le Commerce Ex- 
terieur) — explains the ambassadors’ in- 
volvement. 

As the situation now stands, the con- 
tractors’ consortium is supposed to submit 
a new financing proposal before mid- 
January. Failing that, the Thais will go 
ahead and call new bids. The new pro- 
posal is likely to carry a price tag some- 
what lower than the previously set US$622 
million — as well as more favourable 
terms. Meanwhile, Barclays Bank Inter- 
national and Société Générale appear to 
be out of the deal. 


fficially conceived in late 1979, Torc's 

plan to raise its present 65,000 b/d ca- 
pacity to 120,000 b/d has since gone through 
an extended period of re-evaluation. In 
view of the worldwide oil glut of the past 
two years and excess refinery capacity in 
neighbouring countries, the company de- 
cided in early 1983 to divide the expansion 
plan into two phases. 

The first phase, targeted for completion 
by end-1987, calls for the installation of a 
high-vacuum unit, a hydrocracker plant 
and an ancillary plant which would boost 
capacity to the required 120,000 b/d. In 
early 1983. this was estimated to cost 
US$525 million. The second phase — the 
implementation of which will depend on 
global and domestic energy developments 
— calls for the installation of a 65,000 b/d 
crude-distillation unit by 1990 at an esti- 
mated US$340 million. 


H 





The difficulties over the financing of the 
first phase means the scheme will suffer 
further delay. Despite this, tlie Thai au- 
thorities appear determined to push ahead 
with the expansion in order to attain refin- 
ing self-sufficiency. At present, the three 
refineries in Thailand — Torc, the De- 
fence | Ministrys  Bangchak refinery 
(65,000 b/d) and Esso (46,000 b/d) — have 
a combined installed capacity of more 
than 170,000 b/d. Against an actual con- 
sumption of around 200,000 b/d and in the 
face of constant below-capacity produc- 
tion at Bangchak, the country in effect h 
to import an average of 30-40,000 b/d 
finished petroleum products. 

"The low prices of finished products [as 
a result of excess capacity elsewhere] that 
we are witnessing now amount to a highly 
unusual phenomenon which will not con- 
tinue forever," said Ob. “In the long run, 
we need to stand on our own feet." The 
Esso refinery is now undergoing a Baht 
1.3 billion (US$56.5 million) expansion 
which will raise capacity to 63,000 b/d by 
the first quarter of 1985. This, as well as 
Tore’s planned expansion, corresponds 
with the broad official target of raising 
total capacity.to 280,000 b/d by the end of 
the current fifth plan in 1986 — though it 
is evident now that the targeted time 
frame and volume are not realistic. 

One foreign banking source who has 
followed the project closely told the 
REVIEW the US$622 million price tag is 
too high. He added that from the present 
engineering design (undertaken by the 
project managing contractor, British- @ 
based Foster Wheeler), there is room to 
scale down costs. 

This question, coupled with the prob- 


Si Racha refinery: unacceptably tough conditions. 
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lem of strict government control on ex-re- 
finery prices which cut into the profit mar- 
gins of local refiners, probably explains 
why Barclays and Société Générale were 
reluctant to arrange financing unless their 
conditions were met. The two banks origi- 
nally had demanded a Thai Government 
loan guarantee, but since the government 
equity share in Tore is below the 70% 
minimum required for it to act as guaran- 
tor, such a guarantee is legally not possi- 
ble. Instead, the Industry Ministry issued 
a "letter of comfort" to confirm the gov- 
ernment's backing. 


uch. will depend on the outcome of 
talks on the new financing package. 
Ob told the REVIEW there was a difference 
of nearly US$100 million between the con- 
tract price quoted by the contractors' con- 
sortium (on a turnkey, lump-sum basis) 
7-73 the US$622 million credit which was 
ing arranged by Barclays and Société 
nérale. He claimed his efforts would 
probably result in a more than Baht 2 bil- 
lion saving for the company — a statement 
taken to mean that he expected the new 
credit package to be closer to the US$525 
million estimated in early 1983. 

Whether this wi!l materialise remains to 
be seen. Foreign banking analysts here 
explained that the almost US$100 million 
difference mentioned by Ob was probably 
meant to cover fees for Foster Wheeler, 
N. M. Rothschild and Sons (the London- 
based merchant bank which acts as finan- 
cial adviser to the project), and expenses 
incurred by Torc. They doubt, however, 
that these fees and expenses would 
amount to such a high figure. 

The breakdown in talks with the two 
European banks also underscores a lack of 
understanding between the two parties. 
While the Torc directors who attended the 
mid-November session in London gave 

he impression that the three conditions 
P by the banks were new, a local 

ociété Générale representative claimed 
that they were in fact raised in the early 
stages of discussion six months ago. He 






Chow; Petroleum Authority of | Thailand headquarters: major restructuring. 
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added that the conditions were set by the 
export-credit agencies of Britain and 
France. 

Otherwise, the long and vexed negotia- 
tions over the expansion are understanda- 
ble given the current uncertainty in the 
global energy situation. Tore has per- 
formed relatively well in recent years amid 
the sharply fluctuating world energy and 
financial markets. Net profit in 1981 was 
Baht 131 million — the second highest in 
the company’s history — though this fell 
to Baht 77 million in 1982. 

Tore was founded in 1961 by well- 
known Thai-Chinese industrialist Chow 
Chowkwanyuen and began operating the 
first 35 ,000-b/d refinery in 1964 as part of a 
long-term concession granted by the Thai 
Government. The first expansion, raising 
capacity by 30,000 b/d, went on stream in 
1970. In the same year, Shell Petroleum 
NV, a member of the Royal Dutch/Shell 
group, bought a 30% stake in the com- 
pany. Under the concession agreements, 
ownership of the refinery reverted to the 
Thai Government (specifically the Indus- 
try Ministry) in late 1981, but the company 
was immediately granted another 20-year 
operating lease. 

Earlier that year, the company under- 
went a major shareholding restructuring 
which effectively made the Thai Govern- 
ment the largest shareholder — with a slim 
majority. Under the new set-up, the 
Petroleum Authority of Thailand, the na- 
tional oil company, holds 49% and the 
Crown Property Bureau has 2%. Com- 
panies and foundations controlled by 
Chow have a combined 29.25% with the 
remaining stakes held by Shell Petroleum 
NV (15%) and Caltex Trading and Trans- 
port Corp. (4.75%). 

Assisted by a long-standing operating 
services agreement with Shell, the com- 
pany has a history of successful opera- 
tions. Among other things, it never missed 
any of the 169 instalments which went to 
repay some US$95 million in loans (that fi- 
nanced the original refinery and first ex- 
pansion) over a 14-year period. 
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Regan: anti-standby-credit lobby. 





A bridge 
too far? 


A US stop-gap 
loan to Manila 
arouses controversy 





By Robert Manning 
Washington: The administration of Unit- 
ed States President Ronald Reagan is con- 
sidering an emergency bridging loan to the 
Philippines, as Manila’s efforts to finalise 
a standby credit of 615 million special 
drawing rights, or SDRs (US$644 million) 
from the International Monetary Fund 
have been delayed. Both World Bank and 
US State Department sources confirmed 
to the REVIEW that an emergency cash in- 
jection has been under discussion, but 
Treasury officials declined to confirm it. 
A Treasury spokesman did acknow- 
ledge that Philippines Prime Minister and 
Finance Minister Cesar Virata met senior 
Treasury officials on December 30. Vir- 
ata, who was in Washington to lobby for 
approval of the IMF loan, met with Treas- 
ury officials “to brief us on how things are 
poing in the Philippines." US officials 
ave been quiet about the bridging loan 
(REVIEW, Dec. 15, '83), as it evokes the 
image of a new round in the debt crisis. 
The US Treasury has an "exchange for 
pesos" until such time as disbursements on 
the IMF standby can be drawn down. 
The amount of the bridging finance 
(which is immune to scrutiny by the US 
Congress) has been rumoured to be as 
iue as the entire IMF standby. World 
Bank sources say the US Treasury is pre- 
paring bridging finance of SDRs 145 mil- 
lion, to be disbursed in two tranches — 
105 million and 40 million — equivalent to 
the first two tranches of the IMF standby. 
If the bridging loan is made it will be the 
first time an Asian debtor has received 
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I- | meet the terms of its standby credit, and 


| mis 
ble effort by the Reagan administration to 
boost the financial stability and confi- 
dence of President Ferdinand Marcos’ gov- 
ernment. Although Washington has dis- 
tanced itself politically from Marcos since 
ie August 1983 murder of key opposition 
figure. Benigno Aquino, fears that 
economic instability may contribute to 
continued political uncertainty in the 
Philippines, as well as harm the interna- 
tional financial climate, have led the 
Reagan administration to increase the 
flow of aid from various US Government 














agencies to Manila. - 
. The US Agency for International Deve- 
lopment has accelerated disbursement of 
$$50 million in economic support funds 
(ostensibly for roads and schools) in the 
months since the Aquino murder. The 
Philippines has also received credits from 
the Us Commodity Credit Corp. for US 
agricultural imports, a programme which 
could reach US$150 million. US Export- 
Import Bank officials confirmed to the 
REVIEW that the total of outstanding loans 

















million is in direct loans. 
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russels: For Asian textiles-exporting 
untries the United States. market 
Oved more attractive than that of West- 
n Europe in 1983. European Economic 
ommunity statistics, while necessarily 
complete as yet, suggest that their cloth- 
2 exportsto the 10-nation EEC probably 
ied by 3-495. Exports of textiles re- 
ed an increase of around. 595 , how- 


er. -- ! | 
India, which still is a major supplier to 
e EEC, saw its exports of items subject 
quotas fall by some 10%. Indian ex- 
rts to the US of similarly restricted 
ms rose by around 7596, China alone 








s exports to both the EEC and the US. 
1 hird to 


83 it probably moved froi 


cost" suppliers. 


xports to the US clearly were boosted 
the much swifter pace of economic re- 
very in North America and a favourable 





ll: its exports to the US rose while im- 
o of clothing, fell sharply. 
e 








da 





and guarantees to the Philippines has 
town to US$1.4 billion, of which US$373. 


























he Western front | 


A ian textiles Rxportors under-used their European quotas 
iis need not mean a jump this year 


| ! na alone | mand — that. is, | ! 
to have recorded a substantial rise 


case. of dominant 


change rate. The European textiles in- | 


| : cover a substantial |. 
stry profited from these conditions as. 


volume of theirex- 





apart, Asian exports were | only a few items. 






st year 












led IMF officials to look much harder at 
the economic performance data and pro- 
jections of the Marcos government. “The 
disclosures about their reserves have 
created something of a credibility gap and 
contributed to the delay of the IMF pac- 
kage,” a State Department official said. 

Already US economic aid has helped 
the Philippines build up sufficient foreign 
reserves for central bank governor Jaime 
Laya to announce that Manila will repay 
US$157 million in overdue interest on its 
US$24 billion foreign debt. Economic 
analysts in Washington estimate that 
Manila s interest payments come to about 
US$120 million a month. 

While few doubt that eventually the 
IMF standby credit will be granted to 
Manila, it is not yet a certainty, and the re- 
cent reserves incident may alter the pre- 
conditions on the facility to include vet 
another devaluation of the peso. There is 
an active counter-lobby in Washington of 
Filipino anti-Marcos activists and US con- 

ressmen opposing the standby. Several 
MF executive directors have privately ex- 
ressed scepticism about the IMF loan to 
anila, too. A group of 33 US con- 
gressmen have sent a letter to US Treas- 
ury Secretary Donald Regan urging the 
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either stagnant or declined because of 
poor demand and because of the restric- 
tive nature of the bilateral agreements 
which came into force in January 1983. 
With economic recovery both slow and 
fragile, consumer demand for textiles and 
clothing is bound to remain slack, accord- 
ing to analysts. French figures point to a 
2% decline last year. 

Also. gains recorded by West European 
suppliers no doubt hurt Asian exports, 
especially from countries trying to move 
up-market. But the latter were also ham- 
pered by quotas on the items most in de- 
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the so called sensi- 
tive items. These | 
are sòf 


suppliers such as | 
Hongkong and. 
South Korea as to 







ports. i 
But even when. 





"Sensitive. 


lett 


the standby period. 





to 80%. In theory, th 































er that "the present economic 
blems of the Philippines are esse 
caused by the general government 
in the country." The letter further 
that granting the IMF standby would 
sen Marcos’ incentive to make political re- 
forms needed to restore confidence. < 
IMF sources indicate that. the official - 
staff report on the Philippines is unlikel 
to be completed before mid-January, ASit 
will take about four weeks after that for 
the IMF board to approve a standby cre- 
dit, it is likely to be mid- to late-February 
before Virata's efforts pay off. If the US 
goes ahead with bridging finance, mean- 
while, that is likely to be done by mid- 
January. _ 


















» Guy Sacerdoti writes from Manila: US 
officials in Manila say disbursement of the 
ESF facility is contingent on formal ap- 
proval of the IMF standby programme’. 
IMF managing director Jacques ~> 
Larosiére, and does not necessarily re- 
quire prior approval by the full IMF 
board. But while to date de Larosiére has 
agreed in principle to the IMF package. he 
has yet to agree to send necessary telexes 
to advisory-group banks which, in the res- 
cue scheme, would have to commit 
US$1.65 billion in new financing during 
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ate subject to quotas, exporting countries 


are hable to find exports restricted 


through the use of the basket-extractor 
mechanism. This provides for consulta- 
tions once exports of items not subject to 
specific restraints exceed a certain level. 
Pending their outcome, the EEC may in- 
troduce a provisional quota. 

EEC officials note that no more than 20 
new quotas on imports from developing 
Multi-Fibre Arrangement (MFA) coun- 
tries were introduced last vear, a figur 
well below that for 1982. Even so, That exN 
porters had to contend with as many as- 
four and the Indonesians with two, as did 
South Korean and Taiwan exporters. 
China, however, had half a dozen new re- 
strictions, as many as the East European 
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» paying close attention to -eapansion South | 


.Korea's current-account and external- 
“debt position remain top priorities. 


nie which had alre ady ||. 
: sei Qorument. rent dn {4 


The decision to revise the plan came |. iL. 


-earlier this year when changes in the world 
economic outlook — mostly for the better 
"22 outdated many of the original plan's 
pessimistic assumptions. Much lower 


" energy prices than earlier expected, which | 
slowed domestic inflation and improved || 
the competitiveness of South Korean ex- | 1 


ports — plus a healthy growth in world 


trade levels — are seen as the main | 


-reasons for the enhanced position... 

The revised plan is an optimistic docu- 
ment. This is not surprising coming at the 
end of 1983, when South Korea's gross na- 
tional product lurched out of recession to 
grow 9.296 in real terms, and the current- 
| account deficit fell from US$4.4 billion to 
"" US$1.6 billion. "The International 

Monetary Fund and the World Bank were 






QN 


concerned that our plan for 1983 was too E 3 | " 


optimistic, and we overshot it," com- 
mented Kim Dai Young, director- -general 
of the Economic Planning Board. “We 


are just hoping we can do that again 


„over the next three years.’ 
. According to the revised plan, inflation 
js expected to run at an annual rate of 
around 2%, compared to. the 10%. rate 
„earlier envisaged. A gradual improve- 


^^ ment in the current account is now €x- 


pected to put the country in the black for 
de first time in 1986, with a surplus of 
- US$6 million, in stark contrast to the 
- US$3.6 billion deficit originally projected. 
This improved position will come not so 
much from rapid trade growth as from 
greater equilibrium between imports and 
exports. Both import and export targets 
have been. drastically cut — for example, 
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v sause its time y 


E -level managers p 


greater res 


_ should send your trusted first line 
managers and staff to AIM's 30-day 

. BASIC MANAGEMENT PROGRAM 
{BMP} — it's a way of recognizing their 


- valuable contributions to your company, 


and an opportunity to develop their 
management capabilities. 


ATIM's 30-day BMP has a proven track 
record, Now approaching its 33rd session, 
jt has trained men and women from a 
broad spectrum of Asian organizations. 
They were once first-line managers in 
manufacturing, construction, administra- 


-tion and other functions of business 


operation — first-line managers with 
some experience in handling people and 
funds. Today, they have greater manage- 


' ment capabilities added to their basic 


line functions. 


l interne ie work experience. 













































AIM's BMP — because it's time you 
prepared your first-line managers fc 
Tad  respo onsibilities. 





For further information, please conta 


The Program Director 

Basic Management Program 
Asian Institute of Management 
Paseo de Roxas, Makati, Metro Marii 
MCC P.O. Box 888 

Tel. No. 87-40-11 to 18 
Cable: AIMANILA 
Telex: 63778 PN 
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oreign-borrowing requirements. South 
Korea's total external debts are now 
around US$40 billion. They were origi- 
nally expected to rise to US$64.5 billion in 
986. However, lower energy costs and 
itbacks in à broad range of public pro- 










ill mean large reductions in borrowings, 
ough past borrowings have been heavily 
fluenced by oil-price rises, which are not 
pected to reach the huge levels of the 
















nd is preparing to 
ce-rent freeze on. 
amid slowly improving, but still 
in, economic conditions. While 
vernment spokesmen talk of maintain- 
the below-5% inflation rate achieved 
1983 under the freeze, some economists 
> noting increasing pressures which 
| pe inflation of up to 10% in 









































1oney supply has 
aching around 7% by October. Real 
wth in private-sector credit (which 
ed the 1981 election-year boom), 
ile still negative, is following M3, with a 
ime lag. 
‘he government appears to be wary of 
ng credit rise too sharply and in late 
cember raised the ratio of deposits 
ich financial institutions must hold in 
form of government stock. 
he upturn showed up in improving re- 
sales statistics, up nominally by 11.495 
October compared with a year earlier. 
nits for new housing likewise rose in 
mber, They were 47% above the 
month a year earlier. New mortgage 
ations were up 3.196 in the year to 
"mber. Finance company lending 
while grew 16% in the year to Oc- 
n nominal terms. 
hese improving trends have affected 
t rates too, which climbed from 
id 10% for indicative rates for 90-day 
n September to around 12% by end- 
. before levelling — off... in. 
mber. Further pressure came from 
overnment's attemipts to finance its 
billion (US$2.09 billion) — 9.5% 
oss domestic product — deficit with 
cond Kiwi savings stock, or Kiss, ten- 
nd inflation-indexed stock designed 
ssure lenders a real rate of interest of 









interest rates provided 
for. the government, 


ew plan is the commitment to reduce 


cts should reduce this figure to US$47.5 
lion, according to the new plan. This. 








athering thaw 





than 14%. 


ince mid-1983, real growth in M3- _ certainty and some indications that money 


been rising sharply, 





| and similarly rolled back. Trade.and In- 


j many companies will want bigger rises 


| found, with national. employers. 





Korea s total external debts are now 
around USSS billion less than was antici- 
pated in the original plan. 

- The revised plan stresses the need for a 
leaner, more productive private sector, 
less dependent on bank loans. *Much of 
the success of the plan rests on holding 
wage increases at sensible levels," accord- 
ing to Kim. Lower wage bills could mean 





higher productivity and higher rates of- 


Wage increases in 1983 were more than 
twice the 6% ceiling set by the govern- 


ment at the beginning of the year, and | 


continued high growth in the coming 12 
months is likely to create labour shortages 


by "jawboning" and administrative fiat. 
The latest regulations passed in 
November require first mortgages on 
property to be no more than 11% and sec- 
ond and subsequent mortgages no more 


Prime Minister and Finance Minister 
Sir Robert Muldoon „predicted. chaos 
when he announced the move and by 
year’s end there was still considerable un- 
was being diverted from house lending to 
other avenues. Muldoon argues that since 
inflation has come down, interest rates 
should too. They have, but he still consid- 
ers real interest rates too high. Critics cite 
the high government deficit — expected to 
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Merchandise exports 
Imports 

Trade balance 

Invisibles balance 
Transfers balance | 
Current-account balance 


exceed NZ$3.5 billion in fiscal 1985 — and 


disbelief that inflation has been controlled | 


as reasons why rates are high. - 
Much therefore turns on the govern- 
ment's post-freeze measures. Manufac- 


turers with a turnover of more than NZ$10 | 


million and service industries with a turn- 
over of more than NZ$3 million will have 
to notify the authorities of price increases, 
which may be rolled back if too high. 
Other price increases may be investigated 


dustry Minister Hugh Templeton indi- 
cated that 4% was a reasonable figure, but 


than that. | 

Wages, which have been held to a frac- 
tion more than zero under the freeze, arë 
to be the subject of a “controlled” wage 





| 
| 
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saving among private firms. However, - 
wages may prove difficult to hold down. | 






















It is apparently a matter of some pride - 
among high-ranking official: thenew — 
plan also takes a cautious stepin the direc- 
tion of creating a social-security system in 
South Korea, by proposing to create a 
committee from the relevant ministrii 
study how such a system might be intro- 
duced. However, this move seems only 
slightly less tentative than the vague word- 
ing found in the original plan. The govern- 
ment's current determined fiscal conser- 
vatism, which is resulting in the cutting 
back of programmes rather than the crea- 
tion of new ones, is likely to stand in the 
way of major new social spending. p 


NEW ZEALAND B 


unions yet to agree with the governmer 
on a general limit. i 

Meanwhile, there is evidence that the 
world recovery is beginning to be felt in 
New Zealand. Rising export prices have 





way. BG 














contributed to an improvement in the 


balance-of-payments deficit from 
NZ$2.25 billion in the year to September 
1982 to NZ$1.43 billion in the year to Sep- 
Butthere are ominous signs. Part of the 
improvement was a 1% decrease in im- 
ports in the year to September 1983. But 
imports have been picking up — from an 
average of NZ$485 million a month in the 
three months to July to an average of 
NZ$538 million a month for the three 
months to October. Forward orders indi- 
cate that this average will jump to NZ$540 
million in the three months to January and 
NZ$569 million a month in the three 
months to April 1984. Already, the im- 
provement in the deficit has slowed and 
appears to be about to worsen again. The 
overseas exchange-transaction figure has 
already turned down. — ^ V. 
Unemployment also remains high. The . 
number on unemployment benefit or - 
state-paid or state-subsidised work röse 
7,000 in November to 122,164 — 8 279 
rise on a year earlier, With the respected 
New Zealand Institute of Economic: 
search (NZIER) predicting a 0.596 rise in 
real GDP in the fiscal year to March 1984 




























world markets. 

. The range is wide. From 
press brakes, guillotines, 
packaging machinery and | 
materials handling equip- 
ment to pumps, machine 


we iding equipment, wood 
working machinery and 
safety equipment. With 
stralian-made products 
the i importe gets prompt 
deliveries and increased 
profitability, while the 
customer gets an efficient, 
dependable product. Find 
ut what Australi a has to 
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. one 
economic prospects 
for 1984 look quite 
good and the outlook 
for investors predict- 

















citing. Thisisthe view 


which holds that 
monetarist policies 


have worked, that in- 
on has been wrung out of the system 
‘that further, steady economic re- 
can be expected in 1984, Curren- 
‘will come back into more sensible 
ignment, bond vields will decline some- 
(meaning prices will rise) and equity 
rkets will appreciate further on the 
k of improving corporate profits. 

his i 
larly convincing. It largely ignores the 
cost at which monetary and price stability 





















| costs of high unemployment, 
monetarists prefer not to think too hard 

t the burden of transfer payments 
hich government budgets are having to 
ar at a time when tax yields are de- 
ed and deficits mounting. 
or as long as capital investment re- 
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view, | 


able if not exactly ex- | 


s seductive reasoning, but not par- | 


been achieved. Quite apart from the - 


the equity markets have it 
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mains depressed too (and demand re- 


mains largely a function of consumer | 


- d 





spending financed by reduced savings) it is 
possible for the monetarists to argue that 
government deficits are not crow 
private-sector demand for funds. And it is 
possible for them to ignore the skewed ef- 
fect on currency markets as international 
capital flows feed an overvalued US dollar 
and finance a massive United States cur- 
rent-account deficit. The question which 
the investor who sees through such myths 






Should ask himself is, when will'the day of. 


reckoning come — in 1984 or beyond? 
He should also ask whether it is safe to 

assume that the less-developed country 

(LDC) debt crisis has been solved through 


ernment agencies plus the “involuntary” 
further lending of commercial banks. Or 
are the LDCs locked into a low-growth 
situation where debt reduction remains a 
future hope rather than a present reality, 
and the possibility of default real? In other 
words, are there not a series of snares 
waiting to abort the steady economic re- 
covery theory? | 

Any renewed confidence in capital in- 
vestment in the industrialised countries 
could bump sharply up against budget de- 
ficits or trigger a reflex response in interest 
rates as money supply begins to rise. De- 
mand could thus be snuffed out. Mean- 
while, the newly industrialised countries 
in East Asia and elsewhere may well con- 


tinue to restrain imports and push exports | 


in order to contain their deficits, and thus 
invite further protectionism, such as the 
latest US curbs on East Asian textiles 
(REVIEW, Jan. 5). | EE 

Most critical of all is the question of how 
long the US will be able to bale the rest of 
the world out of an economic recession 























































ded 1,720.4 
12.35 4.5 1,595.4 
30.3 3.1 125.3 
12.5 4.4 484.5 
10.5 4.8 308.5 
15.2 3.7 83.6 
64.0 4.9 37.0 
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23.6 1.4 477.4 
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13,9 3,9 2,827.3 
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| moving against the dollar, with US con- 


(which it created) through an ¢ 
current-account deficit financed. 
tesy of the control-free internatiónal 
tal markets the US also fostered. The cc 
trolled-recovery theory could suffer some. ~ 
rude shocks in 1984— and the high-rolling 

US dollar could fall badly out of bed in the 
process. That would dampen the delicate 
recovery in international trade and gross 
national product as other currencies 
strengthened relative to the dollar. - 

















“Phe Review's Where to Put Your Mom W 
feature has been consistently (and cor- 
rectly) bullish about the US dollar 
since 1980 — arguing that the coincidence 


| of high US interest rates (however stultify- 
the intervention of international and gov- | 


ing to economic growth) and exchange- 


| control freedoms (instituted in Britain and 


Japan in the late 1970s) would continue to 
favour a "strong" US dollar. Differential 
current-account balances and inflation 
rates (as between the US and Japan, for 
instance), would not sway portfolio pre- 
ferences. Now that view must be revised. 
US exporters are screaming for protection 
against what they see as cheap foreign im- 
ports (but which are in fact the result of an 
overvalued dollar exchange rate) and, if 
US President Ronald Reagan is not to 
compromise entirely his free-trade stance. 
the exchange-rate question will have to be 
addressed. Attempts to massage the yen 
artificially will almost. certainly fail 
(REVIEW, Dec. 29, '83), so it could come 
to renewed Japanese exchange controls — 
or an interest-equalisation tax in the US. 
But before either of these things happen 
it may well be the markets will decide that 

a soaring US current-account deficit — - 
projected to reach some US$60 billion in. 











1984 against US$39 billion in 1983: 

more than the interest-rate differentia 
favour. of the dollar is worth. Real 
terest-rate differentials are in any c 


compared with 3.2% in 1983, ` » 
Thàt means that at current levels 


sumer prices set to rise by 5.295 in 1984, 


(around 9.5%) three-month deposits are 
yielding a real return of a little more than 
four points, which is matched by yen de- 
posits in Japan where inflation is esti- 
mated at only 2.2% in 1984. And J apan’s 


current-account surplus will again be in 
surplus by about US$20 billion in 1984. 


This means the long-awaited yen re- 


ke place in 19 
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Taiwan textiles: inviting protectionism? 


vide some outlet for that demand. Any 
switch in sentiment is likely to come ear- 
lier rather than later in the year as the US 
Federal Reserve will be under pressure to 
moderate interest rates until the presiden- 
tial and senatorial elections in November. 

Leaving aside the more unquantifiable 
economic consequences, the question is 
whether it will be the British pound or the 
Deutschemark which will benefit most 
(apart from the yen) from a weakening of 
the dollar. Real interest rates favour the 
pound, as does the sheer size of the gov- 
ernment bond (gilts) market as well as a 
healthy current account, if not as strong as 
West Germany’s. Against such factors, 
any attempt by the British authorities to 
temper the sterling rise, so as to help the 
country’s flagging industrial competitive- 
ness, may prove unavailing. But the 
Deutschemark will be supported by the 
desire of Middle Eastern and other 
monetary authorities to re-diversify their 
official reserves once the dollar craze is 
ended. The Deutschemark will pull the 
Swiss franc up with it. 

Investors must obviously take the Aus- 
tralian dollar more seriously, too, in view 
of the government decision to float the 
currency and free most foreign-exchange 
controls (REVIEW, Dec. 22, '83). Con- 
tinued improvement in the current-ac- 
count deficit, as a result of weak capital- 
goods imports and improvement in export 
prices and volume, might suggest some 
firming of the currency in 1984. Against 
this, inflation in Australia is still well 
above levels in industrialised countries of 
the Organisation for Economic Coopera- 
tion and Development, though the budget 
deficit will probably keep interest rates 
up. Government bonds could be an attrac- 
tive investment, provided Canberra can 
keep a grip on its deficit, and on wages. 

Currency investments as such are nowa- 
days available to the smaller investor in 
denominations of around US$1,500 or 
even less through a variety of managed 
currency funds, such as those run by mer- 
chant banks N. M. Rothschild or 
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Grindlays Asia (Shroff, REVIEW, Nov. 10. 
'83). Management is usually on a dis- 
cretionary basis though in some cases — 
the Rothschild Fund for instance — inves- 
tors can choose a mix of separate currency 
modules. 

The outlook for bonds is dealt with in 
detail elsewhere (page 59). but for bond 
markets in general 1984 is likely to be at 
best a nervous year. Well established, sec- 
ular trends in interest rates are good for 
bond-market prediction, but incompati- 
ble with the philosophies of the monetarist 
regimes of the US and Western Europe. 
Yield curves in general remain normal, 
with long-term rates on US dollar govern- 


ment and corporate bonds several points | 


in excess of short-term interest rates. (A 
positive yield gap favours bonds over 
equities too on a straight yield basis.) 

In fact, bond rates at the long end of the 
yield curve are discounting inflation to a 


| 


| Where to Put Your Money in 1984 


caution. The days when earnings growth 
lagged behind inflation (and taxes ate into 
net worth) are obviously gone for now, 
but so too is the prospect of strong de- 
mand. And there is a limit to how long 
companies can increase profitability by re- 
ducing costs (especially labour costs). 
Likewise, there are big question marks 
over capital investment (the key to future 


| profitability) in the current climate. 





considerably higher degree than usual | 


during economic recovery, thereby stul- 
tifying capital investment and making gov- 
ernment borrowing more costly. With in- 
flation in the OECD as a whole forecast to 
come out again at 5.5% in 1984 (as in 
1983), and to be resurgent in the US, high- 
yield expectations are likely to remain in 
the system in 1984. Probably the most that 
can be said for bond prices is that they are 
unlikely to suffer any major setback this 
year. 


the Rat (as it is known in the Chinese 
astrological calendar) ought to be good for 
equities — again. The arguments for 
favouring equity markets in general are 
that further strong recovery is expected in 
corporate profits and that corporate-earn- 
ings growth should substantially exceed 
inflation in most cases. But a few words of 





Stockmarkets almost 
everywhere had a re- 
markably good year 
in 1983 as investors 
rushed to discount 
(arguably, over-dis- 
count) the prospects 
of economic recovery 
and consequent re- 
covery in corporate 
profits. As a result, the average yield on 
equities on major world markets fell to 
around 4%, establishing a very positive 
yield gap in favour of bonds, though price/ 
earnings (p/e) ratios rose to demanding 
levels generally only in Asia. 

Among the major markets (in terms of 
capitalisation), Australia put up the best 
performance with a rise of some 55% in 
local-currency terms (Capital Interna- 
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hich means that, in theory, the Year of | 


For perspective, it is worth quoting the 
December issue of the OECD Economie 
Outlook: “Following very strong real 
domestic demand growth in the US in the 
second half of 1983, the projections are for 
a marked deceleration thereafter as the 
housebuilding boom subsides, and busi- 
ness investment is dampened by continu- 
ing high real interest rates. Outside North 
America, the principal forces acting on 
OECD economies are not expected to 
generate much net stimulus to demand 
during the period to mid-1985.” 

Sustained stockmarket growth ought to 


| be predicated on the back of sustainable 


economic recovery and on healthy (low- 


| geared) balance-sheets, neither of which 


conditions is apparent at present. But such 


| is the sheer size of investment portfolios in 


search of a home nowadays, and so in- 
tense the competition among interna- 


| tional fund managers, who know no ex- 
| change-control barriers, that money must 
| go into equities if bonds look dull. 





| 


| 


| present 
| economic (not to mention political) upsets 


Disenchantment with the US dollar 
and, by extension, US. money-market 
funds, would only intensify the stock syn- 
drome. But given the fragile nature of the 
recovery and the scope for 


as the year unfolds, it would be unwise to 
assume that the bull market will run its full 
course and continue into 1985 — the Year 
of the Ox. Oi 


Kangaroos and Kiwis 
turned super-bulls 


tional Index) between the beginning of the 
year and mid-December. In US dollar 
terms too, the Australian market's rise 
was impressive at 42% . The performance 
across the Tasman Straits in New Zealand 
was nothing short of astonishing: the mar- 
ket rose by some 120% in local dollar 
terms, but that is not a key market — 
yet. 

Among the other leading markets, Lone 
don rose by some 26% (though only 
10.496.in US dollar terms as a result of 
sterling depreciation) and Wall Street by 
20%. Tokyo managed around a 17% rise 
in ven terms (slightly less on a US dollar 
basis). 

Among other accessible Asian mar- 
kets, Singapore looked good with a 35% 
rise in local-currency terms and only mar- 
ginally less in US dollar terms, a perfor- 


57 





mance similar to Malaysia's. Hongkong 
was a disaster. The market managed a 
meagre 10% rise in local-currency terms 


but was down almost 9% on a US dollar 


basis. (Only Italy did worse as the lira, like 
the Hongkong dollar, took a beating.) 

Of the other Asian markets open to 
foreign investment, Manila was pretty 
much a disaster area, too, with only the 
commercial and industrial index showing 
any noticeable appreciation, and that 
partly eroded by peso depreciation. But 
that is hardly surprising given the political 
and economic turmoil in the country for 
much of the year. Bangkok, where condi- 
tions were much more stable, was disap- 
pointing with the market up by barely 
10%. In Taiwan, meanwhile, where 
foreigners' access is limited to managed 
trusts, the market rocketed nearly two- 
thirds while in South Korea (the other 
Asian market being opened slowly to out- 
side investment) the index went nowhere. 

So much for the Year of the Pig, but 
what of the Year of the Rat in 1984? It is 
not regarded as particularly auspicious 
from a money-making point of view by the 
Chinese, and famous “Rats” have been 
men of the finer arts — such as Shakes- 
peare and Mozart — rather than finan- 
ciers. Be that as it may, the market which 
looks the best straight punt for 1984 is on 
the very edge of the Chinese heartland — 
Hengkong. Investors have indeed been 
scuffling about rat-like recently in Hong- 
kong but the old thunder of bulls’ hooves 
may not be all that distant. The market is 
cheap on fundamentals — an average p/e 
ratio of 8.6 (as at mid-December), com- 
pared to ratings of nearer 25 in Japan and 
Singapore, and an average yield of 6% — 
more than three times that in those two. 

The same holds true of economic funda- 
mentals. Exports are buoyant and the ef- 
fettive pegging of the Hongkong dollar to 
the US dollar means that any weakening 
of the US currency should not harm Hong- 
kong's price competitiveness (though in- 
creasing protectionism could be a differ- 
ent story). The Hongkong dollar's new- 
found stability should help bolster invest- 
ment sentiment and to moderate inflation 
too. The property market is still sick but 
appears to have bottomed out. That still 
leaves the little question of the 1997 lease, 
but taking even the least optimistic view 
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on the outcome of the current Sino-British 
talks in Peking, Hongkong is likely to be 
good for at least one more bull market yet. 
Why not 1984, when the lease still has 13 
years to run? 

Conventional wisdom among analysts 
has it that there is still something to go for 
on Wall Street, despite its impressive per- 
formance in 1983. The argument is that, 
on fundamentals, the market does not 
look expensive — average p/e 12.5 and 
yield 4.5% — and that further robust 
growth in corporate earnings can be ex- 
pected. Perhaps, but earnings growth may 
well fall short of expectations if economic 
recovery falters. And, if investors get 
nervous about the size of their US dollar 
holdings, Wall Street could suffer, along 
with the Treasury bill and money markets. 


T British market does not appear to 
be a exciting prospect for 1984, either. 
Earnings growth will probably slow down 
and prices are already somewhat more de- 
manding than on Wall Street. Gross na- 
tional product growth may well falter, too, 
and with little prospect of interest rates 
falling much further, gilts and property 
have better yield attractions than equities. 

Tokyo looks fully valued on fundamen- 
tals — an average p/e of around 24 and a 
yield of only 1.4% (albeit not so derisory 
when compared with Japanese inflation) 


‘TRY TO KEEP THE PARTY GOING TILL THE BULL GETS HERE. 





— but fundamentals could be misleading. 
For one thing, the yen is almost certain t 
strengthen against the US dollar in th 
early months of 1984, bringing part of the 
Japanese portfolio outflows ( very heavy of 
late) back into the country, along with in- 
vestments by foreigners wanting to ac- 
quire yen securities. And domestic de- 
mand and GNP growth should provide 
support for corporate-earnings growth in 
1984. The emphasis may well switch from 
the high-technology stocks popular with 
foreigners to broadly based industrials. 

The Australian stockmarket, as Bank of 
America analysts aptly term it, *remains 
one of the most attractive investment veh- 
icles for a highly geared play on economic 
recovery." An average p/e of around 15 is 
historically high — but not too demanding 
If earnings growth comes through as 
strong and fast as some expect in 1984. 
Metallic commodity prices have been 
firming recently — a bull point Obviously 
for Australian exports, which should 
benefit too from increased import demand 
in Japan. But for those who take the view 
that economic recovery may break — and 
commodity prices with it — the Australian 
market could look pretty fully valued, 
especially as domestic interest rates prob- 
ably will remain high. 

The high-rolling New Zealand market, 
meanwhile, remains largely a speculator's 
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(NK ers and mergers) of the corpo- 








rate ‘sector. Economic fundamentals - 
favour an easier monetary stance and pos- — 
sibly some increase in inflation, while ex- 
port prospects are improving. At best, 
there probably is little further to go for in 
- share ratings and at worst there could be a 
Severe correction if oil hopes are not met. 
Singapore and Malaysian stockmarkets 
likewise look pretty fully valued, both in - 
lemand for and 
soft commodities de- 
c recovery in the West 
ly palm-oil demand is 
itten by shortages of other 
. Singapore's industrial ex- 
re equally dependent on sustained 
1and and the property sector looks 
nore than fully valued. Neither market is - 
likely to fall out of bed badly in 1984 but | 
- neither are they likely to get up with a 
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news has been discounted. Firming base- 
metals prices could still cause impressive 
gains in the mining index. But investors 
will only return in strength when bankers 
agree to a debt rescheduling, easing the 
current severe liquidity squeeze, and 
when the political situation looks more 
stable. | : | 
Foreigners will have a chance to invest 
in the Seoul stockmarket when the Korea 
Fund (modelled on the Japan Fund) is 
launched in New York, probably in June. 
Prospects for the South Korean ec 
as a whole in 1984 are good : 
stockmarket may benefit from: 
ing out of the disrupted ke rb. mi 
out of property. But the stockmarket, toc 
has its structural problems, in terms of re- 
latively small size and dominance by a few 
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fit from economic growth. 


“big hands." Big-name stocks such as |f 
Daewoo, Hyundai and Gold Star continue | | 
to pay respectable dividends and analysts | F 
suggest that earnings of cement, electro- | | 
nics and. food-and-beverage companies. | 


















ever, it could be argued that all the bad 








ally. Interest rates at the end of 1984 are | 
likely to be at higher levels than those pre- | 
vailing at the end of 1983 because of high | is necessary to assign a conside 


-. which the B.N.P. has recently opened in WELLINGTON, New Zealand. 
; As a result, the B.N.P. is now represented in 78 countries. 
At the inauguration, the President of B.N.P. had the opportunity of meeting a 


~ Railways, Mr. W.P. COOK; Senior Treasury Official, Dr. i: 


contributor to the development of trade and co 


cular in Asia and the Pacific Basin. 
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the real rates of return are remarkal 
similar. Therefore, for inte rnational 1 
vestors, the key in the shorter term is t 
vest in the country whose currency 
outperform the others and, in the long 
term, in the country whose inflation 
will be lower than others. 
Unfortunately, the prediction of ct 
rency movements is undoubtedly on 
the more uncertain of the sciences ; 
trying to assess total returns f 
world's major equity and bond st 


International bond | 
markets are expected | 
‘to show little change | 
on a capital basis over | 
the coming year. 
They probably will. 
perform quite well up | 
to the end of the first | 
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quarter and then start | 
to deteriorate gradu- | 










































weighting to estimates of currem 
ments rather than market mover 
Throughout most of 1983 t 
almost unprecedented unanimi 
ion among forecasters that the 
was serio usly overvalued and 
markets, unanimity provec 
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On November 28, 198 : Mr. J.H. WAHL, President and Chief Operatin Əl 
ficer, and Mr. E.A. SAUTTER, Senior Vice-President in charge of the Asia 
and the Pacific Basin Department, inaugurated the Representative Office” 








number of Cabinet members, government dignitaries and notables from t 
economic and financial world, including: Mr. H.C. TEMPLETON, Minister oi 
Trade and Industry, Mr. G.F. GAIR, Minister of Transport, Civil Aviation and. 
R.S. DEAN, Deputy: 
















Governor of the Reserve Bank of New Zealand. 
The opening of this new office attests to the leading French Bank's calling as 
co-operation between Frar 
involvement in trade t 
3e BNP. operates, in part 








and New Zealand, and furthermore the B. 
tween New Zealand and those countries where 






The manager of the new Representative Office is Mr. Michel 
LIMOUZINEAU, and its address is: 
| ~ 105/109 The Terrace (Marac House) 
20th Floor mE 
WELLINGTON (New Zealand) 
Tel: 726 612/716 623. 
Telex: NZ 30438. 
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of World War II, despite a rather nar- 
rower victory than expected in the recent 
election, on a long-term view one can ex- 
pect Japan to enjoy a lower inflation rate 
than the United States or the larger Euro- 
pean countries. 


UNITED STATES . 

Despite the good behaviour of money sup- 
ply, the Federal Reserve Board, or Fed, 
has been reluctant to loosen its monetary 
policy in the face of a robust economy. 
The US economy has been advancing 
strongly, as evidenced by 14 consecutive 
monthly increases in the index of leading 
economic indicators and the great im- 
provement in the unemployment rate, 
which came down from a peak of 10.495 in 
January 1983 to the November 1983 low of 
8.496. 

In addition, the projected US$200 bil- 
lion federal deficit for 1984 weighs heavily 
on interest rates. As the US presidential 
election falls due in the year, it appears 
unlikely that President Ronald Reagan 


will increase taxes or cut public spending. 
In fact, economic growth will probably be 
seen to be decelerating already, so an ini- 
tial softening of interest rates may happen 
in the first quarter, leading to a good per- 
formance by bonds. 

However, once growth is clearly seen to 
be slowing the Fed will come under strong 
pressure to relax its present stance and in a 
presidential election year is likely to be 
reasonably accommodating. Thus, in cap- 
ital terms, the outlook for US bonds is re- 
latively uninteresting, with potential capi- 
tal gains in the first quarter being partially 
given up over the rest of the year; but the 
total return in US dollar terms will be 
above the post-war average for bonds or 
equities. 


JAPAN 

Despite the fact that the US dollar has 
been strong in the foreign-exchange mar- 
kets, the yen has also displayed autonom- 
ous strength of late and is expected to con- 
tinue to do so in the next 12 months. The 


Reagan; Lawson: unlikelihood of increa 
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yen has been undervalued for too long and 
the fundamentals now are finally coming 
through. Although exports to Western 
Europe are likely to expand only slowly, 
those to the US and Southeast Asia will 
continue to grow at respectable rates. 
Japan is therefore likely to end up with 
another handsome current-account 
surplus in 1984. 

The major worry is the continuous de- 
terioration in the long-term capital bal- 
ance. Measures are, however, expected to 
be introduced to discourage further out- 
flows. Also, the government is rumoured 
to be issuing US dollar-denominated Ja- 
panese Government bonds, the so-called 
Nakasone Bonds, to offset some of the 
outflows. 

Inflation is forecast to remain low 
throughout 1984 — around 2%. The at- 
tractive real rates of return provided by 
yen bonds, coupled. with a strong yen, 
should provide support for the yen bond 
market. It could be unwise, however, to 
restrict investments to the government 








sector, where liquidity is good because, 
should interest rates rise in the US later in 
the year — which may lead worldwide in- 
terest rates on an upward trend again — 
those who put money in the Samurai and 
Euroyen markets may encounter difficul- 
ties in selling their holdings. 


WEST GERMANY 

Contrary to general forecasts at the begin- 
ning of 1983, the Deutschemark has weak- 
ened sharply in US dollar terms during the 
year, reflecting the unattractiveness of 
Deutschemark short-term interest rates 
and the disappointment that West Ger- 
many’s current-account performance has 
not been up to expectations. Long-term 
capital outflows, particularly into the US, 
have intensified as political tension in- 
creased around the world. 

West Germany is expected to face simi- 
lar problems in 1984. Exports are only ex- 
pected to be maintained at the 1983 level 
because most of West Germany's major 
trading partners, in particular France, 


sed taxation or public-spending cuts. 


Italy and the Opec countries, will be fac- 
ing balance-of-payments squeezes them- 
selves. Long-term capital outflows look 
likely to continue and will depress the 
Deutschemark. The government will 
again be unwilling to raise interest rates to 
support the currency, for fear of harming 
the economy. The desirable approach is to 
hold off investment in Deutschemark 
bonds until the US dollar shows a decisive 
trend of reversing its strength. 


NETHERLANDS 
With the Netherlands’ balance of pay- 
ments likely to record a G 17.5 billion 


(US$5.61 billion) surplus and the trade 
surplus likely to widen to G 8.8 billion 
in 1984, the Dutch guilder is expected to 
remain strong within the European 


Monetary System. Although the govern- 
ment budget deficit is forecast to remain 
large at G 42 billion, the same as that in 
the preceding year, the government ap- 
pears to have no problem in financing this 
requirement. Moreover, according to the 
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latest information from the Central Plan- 
ning Bureau, private credit demand will 
remain more or less at the same level as 
that in 1983. Therefore, there will be no 
internal pressure for interest rates to rise. 
But the movement of the guilder, being 
one of the European Economic Commu- 
nity currencies, will to some extent be re- 
strained by the performance of the other 
currencies within the European “snake.” 


BRITAIN 

The pound has recently fallen to a record 
low against the US dollar, though it has 
maintained its stability fairly well against 
the European currencies. The uncertain 
outlook for oil prices and the deteriorating 
trade balance were probably the major 
causes of the weakness. 

Looking forward to 1984, sterling is 
likely to be steady to weak on a trade- 
weighted basis. In view of the projected 
slow growth in the economies of the EEC 
countries, to which about 5095 of Britain's 
exports go, the British Government may 
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Please visit our MBB booth, 
Singapore Air Show, Chang)- 
Airport, Jan. 18th-22nd 1984, 
main exhibition hall, booth 
nr. 480 and our MBB Heli- 
copter-family in static and 
flying display 








The new twin jet 
helicopter BK 117. 





KAWASAKI 

o Outstanding performance 
O Spacious interior (8-11 seats) 
O 4.5 cubic meters of cargo room 
0 Easy loading through unique clamshell 

rear doors 
[1 Compact size 
O True multi-purpose design 
HJ Hingeless rotor, unexcelled manceuvrability 
L] Composite rotor blades For further information please 
O Proven BO 105 technology contact | Wes CM 
O FAR 29-design, IFR capability Messerschmitt-Bólkow-Blohm GmbH MONS ee d 
2 Excellent maintainability puce ei apnoea. | MM LENA 
O Worldwide service network D-8000 München 80, Germany Minato-Ku, Tokyo, Japan 
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a little bit more. 


The finest French cuisine. Exceptional local 
fare. Cocktails and music. Dancing at The 
Cinnamon Tree. Spacious rooms that face the 
sea. Tennis, squash, health club, swimmin 
and sea sports. Enjoy life at The Orchard 
Sun. Just 10 minutes away from town. 





Orchard WSU Penang 
All you'd expect. And more. 


Tanjung Bungah, Penang, Malaysia. Tel: 04-891111 


Telex: ORCHEL MA 40310. Cable: ORCHARDTEL mentem 


Kuala Lumpur: Singapore: 
Tel : 03-487639 Tel : 02-2972346 
Telex : MA 33139 Telex : RS 24214 


SUNTEL 


AMC/OSP/006 



























Business 
Travels 
With 
The 
Review 


When it comes to reaching 
Asias frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 






















At present most of the 
world's leading airlines with 
routes in Asia use the Far East- 
ern Economic Review requ- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 






If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You’ll 
see how well-travelled we are. 













Address your inquiries to:— 


Elaine Goodwin, 

Far Eastern Economic Review, 
G.P.O. Box 160, 

Hong Kong. 















y worsen to 6- 
and the balance- of-payments position is 


-also likely to deteriorate. The gilts market 





. movement of sterling in the foreign-ex- 
change market. The 1984-85 public sector 
br rowing nemen ene) iS i 


P Specialised Japanese 
technology funds 
were the best vehicle 
to be in throughout 
1983. This is clear 
from the. perform- 
-ance of the various 
funds  tipped by 
selected Hongkong- 
» based fund managers 
: in nis year’ s Where To Put Your Money. 
This year’s winner is GT Management’s 
Honshu Pathfinder Fund, selected by GT 
last year because it was tailored “to exploit 
Japan’s success in the application of new 
technology.” That judgment proved cor- 
rect as the US dollar-denominated fund 
appreciated 81% (on dividend-rein- 
vested terms) in the first 11 months of 
1983. (AIL performance figures of the 
selected funds are to November 30.) Sec- 
ond came Jardine Fleming’s Japan 
‘Technology Fund. Denominated in yen, 
this rose 69% over the same period. 
"The Japan connection also accounts for 
2 the ‘next best performers — Henderson 
Baring Japan Technology (+41.5%) and 
the Wardley Japan Trust (-- 4596). These 


performances vindicate the decision by | 


hese investment management houses, 
ost of which have years of experience in- 
-esting in the Tokyo market, to set up spe- 
cialised funds often dealing in the smaller 
companies on the Tokyo Stock Ex- 
change's Second Section. For as the Ja- 
. panese bull market has matured, so stock 
| picking has become all-important, reflect- 
Ang the need for expert knowledge. 
Another example, GT's Japan Small 
Company Fund (not one of the selected 






funds) is up 101% in the past 12 months to 


November 30. i 
. Performance has been muc 
mixed for those who tipped S 


Asian. funds, which tend to divide then 
portfolios broadly between Hongkong, 
Singapore and Malaysia. Just how these - 


have fared has hinged most on the extent 
of Hongkong exposure and whether in- 
vestments there were hedged against the 
politically vulnerable Hongkong dollar, 
especially if the fund. was denominated in 
the strong US dollar. 

That was not the case for much of the 


year for Henderson Baring's Hong Kong | 
Hi December 1982 atthe. 


ind. Launc 





% in 1984 - 


wil continue to react nervously to the 














cut back on spending or to raise taxes to a 


substantial degree. Although the chancel- 


lor may resort to more asset sales in order 
to lower the PSBR, the outlook for the 
gilts market is far from encouraging. 

In conclusion, while 1984 is unlikely to 










E 




























bottom of the market, Henderson picked 
it as one of their tips for 1983 with the bold 
assertion that: “The political problem will 
be resolved and the Hongkong economy 
will benefit from the upturn which is ex- 
pected for the US economy and for world 
trade in 1983.” 

The latter view has been correct but un- 
fortunately Henderson wins the wooden 
spoon award with its fund depreciating 
over the 11 months by 11% in US dollar 
terms. As a testament to the volatility of 
the Hongkong market, it should be added 
that the fund's net asset value was 4l 7o up 








Japanese robot: music to fund-managers' ears. 


in April 1983 and 11% geared before a 
fresh outbreak of political jitters did the 
damage. (In Hongkong a fund can gear 
up, or in other words borrow, up to 25% 
Of its total asset value for reinvestment 


purposes.) The Hang Seng. Index was in 
fact up 21% year-on-year to November 


30, though this does not take into account 
depreciation through holding HK dollars, 
which fell 16% against the US dollar over 
the same period. 

Hongkong must also be the reason — in 
view of the bull market enjoyed in Singa- 
pore and Malaysia — for the disappoint- 
ing performance of Jardine Fleming's 


‘South East Asia Fund — down 9%. In one 


sense, the fund's performance is much 
worse than Henderson's, where the man- 


ager had no option other than Hongkong 








E anc y exchequer N igel | 
: ee will find it t politically difficult to | 









their specialised Japanese counterpa 









first duse: a Paa Geo pro 
yen and guilder bonds and, as. a 
rule, stick to marketable issues a 

to medium maturities. i 






































investments — that is, unless he we 
quid. The portents of trouble ahead 
in fact clear from Jardine Fleming's « 
recommendation a year ago. Mana 
were reducing cash positions with an * "em 
phasis on investing morein Hongkong.” 
The Singapore/Malaysia and Japar 
weightings were on the face of i it larger 
Gartmore's recommended Hon 
Pacific Unit Trust, This rose 2228. bi 
should be noted that the fund is. de 
nated in Hongkong dollars, gi 
obvious advantage last y 
dollar-denominated riva 
own recommendation cor 
ago suggested that the funds 
have been that judiciou dy. | 
Hongkong was to be the "t 
the trust with a “more cautio 
Singapore and Malaysia. 





GT Management. "The at 
ter 8 Asean poss pow 










past it sno nth. ie able 
performance given its US 
dollar denomination — the 
fund cannot nee b 
Japan. Less impressive. is 
the Fidelity Pacific Fund. 
. also tipped last year. This 
rose 19% despite the. fa 
that Fidelity in 

Pacific to allow ex 
Japan and US. 


















































| in n the USsuffer 
™ *| in the second half of 

— —— which could well hav 
fected the fund's performance. 
The more modest performance of 
Southeast Asian funds compared w 


must in part reflect the portfolio ma 
gers’ understandable difficulty in gray 
ing with so nebulous an issue as Ho 
kong's future. The 1997 question is n 
matter easily weighed in státistica 
It could be argued that, with such imi 
ent uncertainty overhanging the eq 
market, Hongkong is no place for a ft 
to invest at all. That is the view take 
some institutions which have judged | 
the risk-reward equation does not jus 
the adventure. But keeping out seem 
have proved harder for those man: 
actually physically based in Hongko 
while the territory's €heap ratings et 



















peor of 58% in 
26% in Singapore and Malaysias ~ ^. 
Of the other funds selected last year, 
_Fidelity’s Magellan Fund appreciated are- 
spectable 41%. This was the only one of- 
two dominantly US equity funds picked. 
The other, GT's more specialised Global 
T n Fund, which invests primarily 


a b p of | 





re süslv mentioned: 

Qr id 1983's strongest- performing 
yüy manager last year,  perhapsi in part 
ae of A opens pud SUCRE 


okyo Stock Exchange: specialised funds. 


has proved decidedly bullish for equities. 

joth GT and Henderson scored impres- 
sive gains in their specialised Australian 
unds. Both denominated in US dollars, 


dex rose 52% over the same period. 

Henderson is recommending its Australia 
nd — currently 80% invested in natu- 
resources stocks — this year. Last 
's winner of the Where To Put Your 
oney vocari Spoon. Gartmore’ S Aus- 





t in 1983. GT and Jardine Fleaming's 
cialised bond vehicles, for example, 
anaged gains of only 7. 7% and 7.9% re- 
spectively over the past 12 months. Inter- 
tional funds were more satisfactory. JF 
ternational is up 45% over the past 12 
months and Gartmore International 
owth Trust, up 44%. This, in a year 
en the Dow Jones Average rosé 23%, 
ondon's Financial Times Index 25% and 
ie Tokyo Stock Exchange First Section 


TTA : 














































mains in this area. Long- -term, 
| should outperform steel." 


hey rose 52% and 63% respectively over 
past 12 months. But this is not spec- 
acular as the Australian All-Ordinaries 


d ood have — to be of less in- 


on the horizon? 


Gold bugs will not 
want to remember 
1983. 
when predictions of a 
firming in the metal's 
price were proved 
wrong. After its brief 
spurt through US$500 
an oz at the end of 


. year at pror US$450 an oz. It then re- 
treated sharply in February to the US$400 
level and hovered for the rest of the year 
trading in a range between US$380-420. 


. The metal ended 1983 on a soft note, clos- 
ing at US$382.50. 


‘This dismal performance reflects the 


| persistence of high real interest rates and 


the absence of inflationary pressure de- 


| spite the evident economic recovery in the 
| United States. (The chart shows the clear 


inverse relationship between the gold 
price and the US prime rate.) These fac- 
tors have led some to take the view that 
the monetarist-inspired disciplines of re- 


Listed below are the investment mana- 


gers’ recommendations for 1984. Each has. 


been asked to select two of their funds 
which they think will perform best in 1984. 


Fidelity International 

» Fidelity Special Growth Fund: A global 
technology fund investing primarily in the 
Japanese and US markets. After the 
shake-out of the past 11 months, the man- 
agers believe "considerable upside re- 
silicon 


» Fidelity Pacific Fund: Invests in the 


| Pacific region including the West Coast of 
‘the US. The managers look for relative 
outperformance from the Pacific Basin in 


the first half of 1984 with “politics [US-and 


local] holding the key to all three major 


markets, Australia, Singapore/Malaysia 
and Hongkong, in the second half of 
1984." | 


Gartmore | 
» Gartmore Hongkong and Pacific Unit 


HOW THEY PERFORMED 


(11 months to Nov. 30) 


GT Honshu Pathfinder Fund 

JF Japan Technology Fund 

Wardley Japan Trust 

Henderson Baring Japan Technology Fund 
Fidelity Magellan Fund 

GT Asean pone Kong Growth Fund 
Gartmore Hongkong and Pacific Unit Trust 

Fidelity Pacific Fund 

GT Global Technology Fund 

JF South East Asia Trust 
. Henderson Baring Hong Kong Fund 


Note: Performance is measured in currency in which fund is 
denominated adjusted for reinvestment of dividends. Figures 
Suppues by the MANETTE, 


It was a year 


1982, gold opened the 








cent years as practised i in most developed 
economies have wrung inflation out of the 
system; the conclusion being that we are in 
for prolonged disinflation. If true, that 
must be bad news for gold. Certainly, the 
metal’s trading pattern in 1985 adds 
weight to this argument. 

Gold also failed to serve as a political 
hedge during 1983 — a year of mounting . 
international tension. In this role it has 
been replaced by the US dollar, which has 
continued to be the target of international 
capital flows despite the spiralling US 
trade deficit. Long-term advocates of gold 
They view the confi dence i in ‘the dollar as 
the last bastion of value as being mis- 
placed. One of them, Andre Sharon o 
Drexel Burnham Lambert, told an inves 
ment conference in Johannesburg iM 
November 1983. that he foresaw gold 
reaching a level of US$5,000 an oz within 
the lifetime of his audience. , 

To back his case, Sharon cited the likely 
repudiation of international debt which, 





Trust: The fund will benefit from Hong- 
kong's considerable potential to catch up 
while maintaining significant diversifica- 
tion in Japan, Singapore and Malaysia. 
An attractive vehicle, say the managers, in 
which to participate in the region's future 
economic growth. 
» Gartmore Japan Fund: This “will pro- 
vide an excellent return on investment in 
1984, backed by Japan's healthy trade 
surplus, improving corporate profits, 
steady economic growth and belated pick- 
up in consumer demand." 
GT Management — di 
» GT Global T echnology Fund: Since th 
summer of 1983 technology stocks have’ 
"significantly ^ underperformed” the 
broader market. The managers believe 
they once more look attractive. The fund 
currently is split 65% in US stocks, plus 
also holding some of the faster-growing 
smaller technology companies in Japan 
and Europe. 
> GT Asean Hong Kong Growth Fund: 
Currently invested 58% in 
Hongkong, 26% in Singa- 
pore/Malaysia, 13% in Thai- 
land and 3% in the Philip- 
"pines. This breakdown, say 
the managers, reflects current 
optimism for Hongkong, 
where the recent stabilisation 
of the currency and con- 
tinued exportled recovery 
will allow the "recent re- 
covery in confidence to gather 
momentum.” 





Henderson Baring 
d Henderson Baring Austra- 
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larger infusion. of | 
credit to sustain in- 
terest payments. 
Effective repudia- 
tion of these same 
debts would inevit- 
ably follow either 
through resort to 
the printing press, - 
inflating the money 
supply, |. straight 
debt repudiation or 
endless reschedul- 
ing. All three 
would be bullish for 
gold — the tradi- 
tional. inflationary 
hedge. 

Sharon and others 
like him dismiss the 
disinflationary argument as unworldly and 
naive. Since, Sharon said, any such pro- 

longed disinflationary period would have 
ye characterised by “very slow growth 
| high unemployment, the likelihood of 
this solution materialising is composed of 
equal parts of luck bordering on the 
miraculous . . . and partly on the assump- 
tion. that all politicians would suddenly 
and permanently become honest and a 
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generation of voters would go to sleep.” 
Such cynicism makes good rhetoric. But 
the fact remains that the market’s percep- 
tion of gold does appear to have changed. 
Technically, the price is weak because 
there are still a large number of stale bulls 
clinging to their positions. It could be that 
they are in danger of not realising that 
times have changed. 
— CHRISTOPHER WOOD 


lia Fund: Currently 10% geared with natu- 
ral-resources stocks accounting for about 
80% of the portfolio. “The domestic econ- 
omy should enjoy its biggest recovery since 
World War II, while we are also expecting 
a firmer Australian dollar against either 
the trade-weighted basket or the US dol- 
lar.” 

» The Japan Technology Fund: The man- 
agers say that as a great bulk of Japanese 
research and development in high 
technology is carried out by large com- 
panies or companies not necessarily as- 
sociated with that sector, for example brew- 
ers or chemical combines, the fund has 
onsiderable scope” to invest on a 
ader bases. “Hence we do not antici- 
pate the same price collapse as occurred in 
the US technology stocks earlier [in 1983], 
which in many cases were overpriced, 
one-product companies.” 





Jardine Fleming | 

» JF Japan Trust: Despite the rise in 
prices already seen in 1983, the managers 
expect it to perform well again. It is picked 
in preference to JF Japan Technology 
Trust in the expectation of a strong yen 


and a more domestic- and consumer- - 


orientated market than in 1983. 

» JF America Growth Trust: The US 
stockmarket provided easy pickings in the 
nine months from September 1982 but the 
past six months have proved more difficult 
than the movement of the Dow Jones 
Average would suggest. The managers be- 
lieve *the economy is already decelerat- 
ing, that the pressure on interest rates will 
subside and inflation will remain modest." 
Interest will return to the "fast growth 
companies" i in. this t trust' s portfolio. 
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Wardley Investment Services 

» Wardley Japan Trust: “Prospects for 
Japan are improving as evidenced by 
many leading indicators." The managers 
cite the improved outlook for corporate 
earnings, easy money, prospects for con- 
tinuing low interest rates and a current 
low exposure to equities in many domes- 
tic Japanese funds. “With a pick-up in 
real incomes, greater consumer confi- 
dence reducing the propensity to save 
and the above-mentioned factors, the 
outlook for the stockmarket is quite 
bright." 

» Wardley Private Capital Trust: A re- 
cently launched trust for which the mana- 
gers enjoy complete discretion on where 
to invest. Managers see opportunities for 


'capital gains in Japan in 1984 and in the 


US, European, Asian or Australian stock- 
markets. "Should stockmarkets decide to 
pause for breath" the trust can adopt a 
"defensive stand" in cash or, if appro- 
priate, bonds. 
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Make the Asia Yearbook part of your Review 


US$29.50 i E- 
pe ; 
A$63.00 } 


subscription. Simply tick the relevant space in 

the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 

Minus the myth. A country-by-country survey of 

Asia. Everything from Finances & Currencies to 4 
Politics and Social Affairs. The only single 4 


medium of its kind. 


Rate: Soft cover US$19.95 or HK$150 (or the 
equivalent 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


p----------- 


| Please enter my subscription for 
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| ne 
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Please include the Yearbook at extra 


US$19.95/HK$150. For airmail delivery, 
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peter This time, 
he.scope has been 
extended to include 
five markets not 
previously covered: 
angkok, Manila, New Zealand, Seoul 































































waad from the cyclical construction arsed 
ess will be underpinned by federal and 
|  infrastructure- “repair.  program- 
nes. This should translate into price in- 
ses. Kaiser will benefit with a 1985 
art potential of US$4-5 a share. The 

ympany is cheap relative to its replace- 
ent cost of US$67 ashare and vulnerable 
insiders hold less than 10% of the 











new plants will provide a high cash flow. A 
target price of US$30 by mid-1984 is rea- 
sonable. 


AMFAC (US$30.625); Gulf. and West- 
rn's 25% block recently traded into un- 
nown hands. The new owner will most 
likely increase pressure to restructure this 
sprawling conglomerate to increase its re- 
rn on assets. Given a break-up value of 
S$55-80 a share, the market should re- 
rate these shares to the mid-US$40s. 


General Growth Properties (US$20.50): 


ust owns a superb collection of 23 re- 
gional malls with 8.6 million sq. ft of space. 

he investor is paying only 40% of the 
value of these properties. Given today's 
ailability of “leveraged buy-out” capi- 
al, the controlling shareholder has an ex- 
llent opportunity to exploit this dispar- 
A — FIRST PACIFIC US SECURITIES 
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o (33,950): This leading Japan- 
tronic-games manufacturer has a 


ert f credit« card none ks net 


issan (¥734): A turnaround is expected | 
r this major vehicle manufacturer, stem- 


id. benefits arising from multiple over- 
as-production starts. 


Š curities HOUSES to 


shares. Heavy depreciation charges from: 


is bapa ti property-investment - 


( record in software develop- 
rket perceptiveness, Nin- | 


ent Finance (810): This i is a PER 
mer-credit company with a swiftly 


Repco (A$1. 28): 
covery situation in the automotive sector: 
ing from the introduction of new models a 





—W.1L CARR | 


retain 


GEC (176p): GEC has recently underper- |: cessful and under-rated companies in. 


formed the market by more than 30% yet 
is well placed to achieve above-average 
growth with almost 60% of pre-tax profit 
derived from areas of excellent long-term 
potential. The shares look cheap. 


Great Universal Stores (627p): A major 
retailer with successful overseas retailing 
and financial-services interests. It under- 
performed the market in 1983, largely re- 
flecting the problems of the mail-order 
sector, in which it is heavily involved. 


There are now signs of recovery. Pros- 


pects for the overseas retailing interests 
(principally in E urope) and the financial- 
services división also are good. 


Lonrhe (108p): This major industrial- 
management group has built up a substan- 
tial asset base in Britain and North 
America. Reflecting a poor record and ris- 


ing debt the shares have a | 


THE 1983 PORTFOLIO 


UNITED STATES 
BanCal Tri-State +114.7% 
Enstar 483.495 
Trans World : 


HONGKONG 


Fujitsu 
Sharp 
Kuraray 


China Light 
Hutchison 
HSBC 


BRITAIN 


+ 24% 
~ 13.0% 


Ladbroke 


BAT (S pore) 
Lloyds Bank 


Hong Fok 
100 


SA diusied for new issue. 


the market substantially. The outlook is 
improving with the pick-up in world indus- 
trial activity and commodity prices ensur- 
ing reasonable profits growth and lower- 
ing debt levels. — PHILLIPS & DREW 


AUSTRALIA 


Weeks Australia (A$1.55); Weeks has a 
10% interest in the Jabiru oilfield in the. 


. Timor Sea, Jabiru has estimated recovera-- 


ble reserves of 500-600 million barrels — 
the most important current oil discovery 
in Australia. Weeks' acreage is virtually. 


 unexplored and could yield billions of bar- 
rels. At least five exploratory wells will be 


drilled in the Timor Sea in 1984. Weeks 
has potential for substantial appreciation. 


A high-yielding re- 


with earnings projected to rise by 50-60% 
to 16 A cents a share in the current finan- 
cial year (ending June 30). Improvement. 








AUSTRALIA 


OUB loan stock 7.2595 








yield 7. 8% and ES sound defensive | 
qualities. — | 


Adelaide Stediaukip Co. | (A $4.15): 
Adsteam has been one of the most suc- 


Australia. Past earnings and dividend | 
growth has been impressive. Adsteam en- - 
compasses Australia’s leading food group - 
and fourth-largest retailing group. A 
20%-plus profit gain is projected in the 
current financial year (to June 30). The 
prospective. eafning. ultiplé is only 7.4 
times; the shares merit a much higher rat- 
ing. — A. C. GOODE 


SINGAPORE/MALAYSIA 

Industrial and Commercial Bank or 
ICB (S$7.35): Bank shares offer a rare 
participation in high-growth sectors such 
as electronics, pharmaceuticals and robo- 
tics. ICB is least tainted with expos 
the bearish property and hotel sectors. 
trade-finance portfolio will benefit int 
mediately from the coming upturn. | 


Dunlop Industries ($3.76): A soundly- 

based automotive 
issue that avoids the 
risks facing automo- 
tive distributors as a 
result of Kuala Lum- 
purs Malaysian Car 
initiative, 


Faber Merlin 
(S$1.75): Good profit 
potential on its pro- 
perties in the coming 
year. The United 
Malays National Or- 
ganisation—affiliated 

Bumiputra Fleet 
Group. with its re- 
cently acquired 30% 
stake, has now be-. 
come Faber's biggesyg 
shareholder. Thi 
could result in diversification into banking — 
and insurance and a more broadly based 
conglomerate whose earnings potential is 

inadequately reflected in the current 

price. — LYALL AND EVATT. 


HONGKONG 


China Light (HK$11.70): Growth i in Barh- 
ings is related to growth in China Light's 
fixed assets by the government's scheme 
of control. Demand for electricity con- 
tinues to grow faster than Hongkong's 
gross domestic product, resulting in the 









454.396 
o4. 398 


E 16.095 







requirement. for continued. new invest- 
ment in plant: With. guaranteed quality 


earnings growth at nil risk in Hongkong 
dollar terms, market-relative performance - 
should improve from a current fe EE : 
low price/earnings rating. Í 


Hutchison (HK$14.30): The company T 
well positioned, with diversified interests 
and a. VENENIS sone balance- “sheet. The |. 



















ational sources: United States, Dow Jones Industrial Average; 
pan, Tokyo Stock Exchange Index; Britain, FT Industrial Index; 
itralia, Australia All-Ordinaries Index; Hongkong, Hang Seng 
lex; Singapore/Malaysia, OCBC Index. 


REVIEW DIAGRAM 
share-price performance in 1984 may be 
enhanced by the continued speculation 
on possible activity associated with 
Cheung Kong's 35% shareholding and 
some revival in the property market. 
Hutchison holds a very large, cheaply 
priced land bank, details of the develop- 
ment of which will probably be released 
this year, resulting in a rerating upwards 
of the shares. 


Hang Seng Bank (HK$37.25): The pre- 
mier Chinese bank in Hongkong and a 
major subsidiary of the Hongkong and 
Shanghai Banking Corp. Profits should 
continue to grow in 1984 because of 
healthy economic recovery. Its finances 
are in good condition and its exposure to 
property-development loans relatively li- 
mited. The shares are historically cheaply 
rated. — W. I. CARR 


Bew ZEALAND 


Brierley Investments (NZ$4.08): Consis- 
tently the market's best performer, with 
broad interests. A recent rights issue pro- 
vides a large pool of cash for an active 
1984, and investors expect more deals like 
the profitable raid mounted by subsidiary 
Industrial Equity on Carlton and United 
Breweries. 


McConnell Dowell (NZ$2.95): Although 
small by international construction-indus- 
try standards, the company is a very com- 
petitive operator in New Zealand and 
overseas, particularly in contracts for min- 
ing and pipelines — in which good oppor- 
tunities abound. 


NZ Oil & Gas (NZ$0.72): The company 
has an unequalled spread of licences both 
onshore and offshore, many of which will 
see drilling in 1984. Its large pool of cash 
will, under shrewd farm-out policies, re- 


main well eke NZ Oil & Gas is the 
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TAIWAN 


Taiwan Cement (NT$25.50): The biggest 
cement manufacturer in Taiwan, this com- 
pany's earnings should increase after a de- 
pressed period, helped by an anticipated 
upturn in the construction industry. Its 
market potential is good. Institutional in- 
vestors are known to be keen to increase 
holdings. 


Nan Ya Plastic (NT$28.30): A well-man- 
aged manufacturing concern, Nan Ya is 
benefiting from reduced oil prices. The 
company has strong market potential and 
investors can expect substantial bonus is- 
sues. 


Yuan Electric and Machinery 
NT$28.60): With a good financial struc- 
ture and a reputation for consistent di- 
vidend payments, Tong Yuan, having di- 
versified strongly into computer-related 
manufacturing, faces much-improved ex- 
port prospects. 

— WELL PHONE SECURITIES 


SOUTH KOREA 


Ssangyong Construction (Won 777): In 
the depressed market of 1983 cement is- 
sues held their own, owing to heavy de- 
mand on the domestic market. Ssan- 
gyong's sales rose by 22% in the first half 
of last year, against the 19.9% industry 
average. Decreasing capital costs, con- 
tinued heavy sales and a new energy-sav- 
ing system should reinforce the view that 
the shares are underpriced. 


Handock (Won 1,093): Diversified opera- 
tions make Handock one of the more 
promising of the high-technology firms. 
It makes watches, liquid-crystal displays 
and computer-related products. This year 
should be bright for exporters like Han- 
dock. Gearing is low by South Korean 
standards, and profits in 1983 are pro- 
jected to rise to around 25% over 1982. 


Anam Industrial (Won 1,200): A high- 
technology stock with strong fundamen- 
tals. Anam's products include electric 
watches and semiconductors. Sales have 
grown very rapidly, as have exports. 
Domestic demand for Anam products, 
particularly semiconductors, is expected 
to grow too. — SAMBO SECURITIES 


THAILAND 


Siam Cement (Baht 349): The largest ce- 
ment producer, its share price has taken a 
beating in the recent financial crisis. The 
Baht 48 earnings per share and projected 
Baht 40 dividend translates into an 11.7% 
yield. Earnings prospects in 1984 are 
bright with the strong likelihood that the 
momentum of the private-sector construc- 
tion boom will be sustained. 


Thai Farmers Bank (Baht 244): The Baht 
43 earnings per share is roughly in line 
with that of the Bangkok Bank, but this 
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stock is recommended primarily because 
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6.7%. The stock is very marketable, with 
23,000 shareholders. 


Datamat: Expected to be listed early in 
1984 this will become the first public com- 
pany to specialise entirely in computers. 
The company is generally known to be ag- 
gressive and the highly suecessful com- 
puter business has grown rapidly in recent 
years. It should enjoy a favourable recep- 
tion. — THAI SECURITIES 


PHILIPPINES 


Philex Mining (P0.17): Probably the 
strongest mining corporation. It is debt- 





and has established an impressive track 
record. 


San Miguel Corp. (P20): Currently the 
stock is trading on a low rating. Fund- 
ing will be helped by the tie-up with the 
United Coconut Planters Bank. An excel- 
lent performance can be expected this 
year. San Miguel is a good defensive 
stock. 


Globe Mackay (P15):The telecommuni- — — 
cations outfit in which the Ayala group — 


holds substantial interest. A solid blue 


chip, it represents a sound investment, 
though it is not underpriced. 
— 1. ACKERMAN & CO. 
















The Far Eastern Economic Review is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 
tool, the Review index will save hours of 
needless searching for information. 
ORDER YOURS TODAY! Only 
HK$175 (US$25) for 4 quarterly issues. 
Just complete the coupon below and 
send with your payment. 










The Circulation Department, 
Far Eastern Economic Review, 

GPO Box 160, Hongkong. 

Please send my order for the Far Eastern 
Economic Review QUARTERLY INDEX. / en- 
close HK$175 (or its equivalent in loca! currency) 
in payment. 

Name 


Address 
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198, The Managerial and Cost 
Accountant's Handbook 

A handbook that provides practical 
guidance for solving a wide variety of 
managerial and cost accounting | 
problems of modern business - 
enterprises. Includes: background and. 
concepts, use of information, 
organisation and control systems, 
emerging trends and much more! 1297 
pp. US$60.00 


197. Investment Manager's Handbook 
A reference that is a single 
comprehensive guide to developing 
portfolios that will mast benefit your 
clients and yourself, The 41 
contributors to the book represent a 
blue-ribbon group of top investment 
professionals, and the information is 
accurate, innovative and practical, 
1037 pp. US$60.00 


|. 196. The Controller's Handbook 
{LA volume that offers thorough 
] coverage of the expanding position of 
T the controller in today's corporation. 
zAicludes sections on the role of 
controllership, cost systems, financial 
analysis, financial responsibility and 
planning, budgeting and performance 
analysis. 1253 pp. US$60.00 — 








; 201. The Treasurer’ s ; Handbook 
The Treasurers Handbook will 
provide vou with an almost 
inexhaustible source of ideas which vou | 
i can apply to both day-to-day work -as — | 
well as to even more important 
function of long-term planning. For 
those who wish to do further research 
on any particular subject, the editors 
have included à compilation of 
references which enlarge on the 
coverage in the book. } 


200. Chief Executive's Handbook 
Ninety chief executives have 
contributed 85 chapters to this book - 
chapters which cover every facet of the 
chief executive's job. The lisi of 
contributors reads like a who's who of 
American business. The Chief 
Executive's Handbook contains a 
brilliant panoply of the ideas, s 
hunches, observations, and thoughtful 
ruminations of the people bis are on 
ue My: line every day. 1 


19. Handbook of Finaticial Markets 
Antended for both experienced and 
.fiovice investors, the "Handbook of 
| Financial Markets" covers instrument 
| mechanics, market regulations and 
imaeh more in a comprehensive yet 
iteadable form. Required reading for 
supr roa portfolio management, 794 










203. The Bankers' Handbook 
Covers every topic of importance to the 
practising banker and the businessman 
who uses the services of a bank. Hs 87 
chapters place the money knowledge a 
90 of the country’s 
the fingertips of bankers and 
businessman alike, in concise, 
analytical style. Easy to use to help the 
busínessman determine the best 
methods for improving the handling of 
his own banking. } He PP. USS60.00 

















204. Financial Executive's Handbook 
A compact, authoritative source of 
information on every aspect of finance. 
The 73 authors, each a leading 
corporate executive and an export in his 
field, cover areas such as management 
control; capital management, 
accounting, mergers and acquisitions, 
systems analysis, asset managément, 
etc. 1264 pp..USS$60.00 
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s, The sixty-five contributing 
s have been involved extensively í 
ting their companies" 

g policies. They deal with 
that ave been developed and 
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432, Money Market Calculations 
Yields, Break-Evens And Arbitrage 
Without the use of a computer, 


hundreds of calculations for 
determining the true yield of 


. money market instruments under 
varying conditions can be done, 


this books shows how. 


Formula's for.yield, total return, 


market valuation, accounting 


valuation, expected rate of return, 
yield on daily compounding basis 


and much, much more are 
included. 429 pp. US$36.00 





439. Your New Swiss Bank Book 
An accurate guide for planning 
oed security in the turbulent 

1980's. Includes all the facts you 
. need to know: the four limits tà 





Swiss bank secrecy, what the great 


values of Swiss banks cütside 


Switzerland are, what services 
given amounts of capital wil! buy, 


whether vou should have à 


"numbered account’ and much 


more! 299 pp. USS 2000 
















basic and advanced guide 4c 
ng f a 


US$20; 00 






 moncy. This comprehensive 








ventures etc. 655 pp; USSO0e 


428, The Business Of Winning 
How to succeed in business by. development, budgeting, . 
really. trying! A comprehensive statements, marketing prodit 


manag 
kits and case histories. 227 pp. environment: am ‘operation. 


USS14.00 























433. Modern Portfolio Thea 
In a unique blend of the 
and practitioner's p 
this volume provides t 
manager and the indiv 
investor with current s 
art concepts and application: 
morcy. management, The cà 
are clearly stated with diagr 
and graphs to support und ck 
the explanations. Suppleiner 
provide mathentatical detail 
pp. US$55,00 




















440. Foreign Investment In É 
States Real Estate 

If you are a non-citizen conse 
investing in US property or s 
person who wants to meet the 
foreign investor's needs, thsi 
will save you time, trouble ay 











follows the investment pri 
from the buyer's view 

deals with the special. p 
anonymity, currency cof. 
propetty management, joint" 












The World Of Busin- 
Management 
A comprehensive Chinese as 
English course reviewing all 
management basics. Covers: 















systeris, payrolls 











jour job more effectively — and with 


ater success and satisfaction. 
\IL YOUR ORDER TODAY! 


how some traders. employ 
y futures to limit their 
exchange risks and how 
ge them for arbitrage and. 
Fon. Any individual who 
gign-made goods or works. 
altinational corporation will 
"book an indispensable 
317 pp. USS35,00 


|. 435. Interest Rate Futures 
i. Written for anyone professionally 
or privately engaged in finance and 


investinents — or who is interested 
in learning more about them i 
Bankers, portfolio managers and 


| corporate financial officers will 


relate to the sections on hedging 
against interest rate risks. 
individual investors will find 


+ alternate strategies to fit both 
“gonservative and speculative ` 
objectives. 413 pp- US$35.06 


For The Senior Executive 


Concept Of Corporate 


nd depth the four major 
eal the chief executive 1/ 


of planned | 


g 
à chess Con tribution Aj 
policy affecting the 
980 pp. US$S20.00 


niy PETRE isan 
st for brokers, bankers, 
alysts, market researchers 
ofthe: market. iti 


"es daily averages at the 
iach trading day from . 
80. A chronological history 
Detailed account of how the 
an, when.and what 
took place, and why the: 


ave to change. USS60. oo l 


424. Corporate Information 
Systems Management. - 
A volume that addresses: the i issues 


_ of strategic planning in the dé 

| implementation, and contral of 

i darge-scale information systems, 
{> Focusing on the entire infor 

|. system function in 4 corporation, it 


blends the management of 18 
technology with the roje of general 
manager. 211 pp. US$23.00 


431. The Dow Jones Irwin Business 
And investment Almanac (1983) 

A vast compendium of information 
of interest to businessmen and 
investors. The major focus is on 
information for investment 
decisions. Includes major stock 
market averages, price-earning 


ratios, review of major futures 


markets, charts for future - traded 
commodities, mutual funds 
performance, price performance of 
colléctibles (Southeby's index) and 


IB more! ‘Recommended ‘for alt 


| 
\ 


436. Managing Bank Assets And 
Liabilities | 
A book that explains in detail how 
bankers can prudently seek to 
maximize profits within the 
constraints imposed by liquidity 
and interest rate risk and by 
capital adequacy. A crucially 
important management area! 429 
pe USS42.00 


425, The Anaívsis Of Financial 
Statements 
Ideal for anyone who must be able 
to read and analyse a financial 
statement intelligently. Chapters 
include: Tools and Techniques. 
Analysis of Short-Term Liquidity. 
Fund Flow Analysis, Asset 
Utilization and much more. 311 

PP USS25. 90 
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HONG KONG 


437, Fhe Dow Jones-Irwin Guide 
To Commodities Trading 
A valuable reference that starts 


with a general overview of the 


market. and continues with 


analysis of commodity price factors 


which determine cash price and the 
specific facts and trading systems 
that the trader will be dealing with. 
357 pp. US$25,00 


426, Val 


| uing ! 
Analysis And Appraisal Of Closely 


Held Companies 

The essentia] book for any person 
who needs to know the value of à 
closely held corporation or un- 
corporated business, Beginning 
with the fundamentals of 
valuation, the book presents bath 
theoretical principles and generally 
accepted practices. Methods are 
also applicable to e 
corporations, general and limited 
partnerships and soie 
proprietorships. 410 pp. USS60. o0 


Y es! | want the convenience of shopping 
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427, The Versatile Manager 
Deseribes the use of the largua 
grid approach when mativatu 
and communicating vib 
subordinates, peers z 

Li mderstanding hat, action is 
appropriate tà q given 
circumstance TES ji essent isl $ 
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233 Ph t 3520.00. 
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-By Lincoln Kaye 

Singapore: Regulators' already formida- 
ble powers over the conduct of banking 
nd corporate finance will be further 
Strengthened by proposed amendments to 
the republic's Banking Act and to the 
Companies Bill. The new measures 
ighten disclosure requirements, reset 


vate sector's self-policing obligations 


rents. : 
~The amendments clarify and give force 
of law to various codes, guidelines and 
és; : : aa l " 
"understandings" that had been neither 
.totally explicit nor binding. Wrangles 
arose when businessmen were summarily 


‘they claimed were ill-defined. In 1982, for 
instance, several foreign bankers were 
orced out of Singapore for allegedly 
evading local reserve requirements 
through a widespread funds-transfer tech- 
nique in violation of written warnings, 
«not formal rules (REVIEW, Dec. 24, '82). 


sole solace bankers are likely to find in the 
‘revised act. Otherwise, the proposals 


INVESTMENT 


ngapore: Local punters shattered even 
eir own record for oversubscription of a 
ckmarket new issue when L and M 
roup Investments, a specialist construc- 
n firm, went public in the final days of 
83. Co-manager, merchant bank Stand- 
Chartered Asia, reported receiving 
lications for 248 times as many L and 
ihares as the 5.85 million offered to the 
blic. The previous record was the 191- 
old. oversubscription of the Kentucky 
ied Chicken (Singapore) issue in 1983. 
At the offer price of S$1.35 (64 US 
its) per 50-S cent (par value) share, the 
and M issue will have soaked up nearly 
151.96 billion in application money over 
he two weeks that the offer was open. 
hat caused sufficient drain on bank 
quidity to require the Monetary Author- 
: of Singapore (MAS) to intervene on 
10ney markets in defence of short-term 
nterest rates, according to sources. 

-E and M — named after its founders, 
m Lim and David Mulholland — has 


Singapore gives force of law to a broad range of guidelines 
covering the conduct of banking and corporate finance 


ome key ratios, broaden the govern- | faci 
nts investigative powers, spell out the |. "substantial" 
| ' bank capital). 
nd stiffen the penalties for infringe- 


penalised for overstepping boundaries | 


~ But reduced uncertainty is perhaps the 





offer only tightened strictures on lending. 


prospects alone account for the L and. M 
issue's success. "Lopsided. oversubscrip- 
t-tions are becoming more of a rule than an: |. inst 





writ 


and investments. Under the proposed 


changes, each bank will be required to: 

> Lend no more than 30% of its capital 
funds to any one customer (or his af- 
filiates). Previously, the per-customer 


. lending limit was 60% of bank capital. _ 
<» Book no more than half its credit 


facilities in "substantial" loans (where 


s- 


» Sell no more than 5% of its shares to 
any one shareholder (or affiliates), nor 
buy any more than a 20% investment in 
another company without the approval of 
the Monetary Authority of Singapore 
(MAS). 

This package of restrictions seems 
bound to alter the balance of power be- 
tween Singaporean and foreign banks in 
their competition for large corporate ac- 


counts, though which side stands to lose 
most will not be. known until after im- 


plementation. The closer linkage of lend- 
ing power to bank capitalisation should 
favour local banks over the less well- 
capitalised Singapore arms. of foreign 
banks. On the other hand, the investment 


_ restrictions seem aimed at the interlocking 


shareholdings that give such local “em- 


Aadness of the marketplace 


Ihe public issue of Singapore's L and M Group shares 
reaks all records with a 248-times oversubscription 


million in 1982 to an estimated S$40 mil- | 


lion in 1983) and is believed to have good 
prospects for contracts from Singapore's 
proposed Mass Rapid Transport system, 
by virtue of its industry contacts and its ad- 
vanced construction technology. 

Although the group's net asset backing 
per share (as at June 1983) was around 60- 
80 cents, the S$1.35 price tag is widely re- 
garded as a bargain. "The issue could have 
sold out for more than twice that price.” 
speculated one broker. f 

At $$1.35, Land M's own conservative 
projection of S$4.5 million in after-tax 
profits for 1984 would give the shares a 
prospective price/earnings (p/e) ratio of 
7.5 for the year — less than a third of the 
historic average p/e of stocks in the widely 
watched Straits Times Index. The shares 
are thus cheap on an earnings basis. 

But market sources question whether 
conservative. pricing and hot earnings 


means bigger than 15% of - 





great an appeti lic: 
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c But d fo banks alik 
well chafe atotheramendments to the ac 
High standards of banking confidentiality, 


as well as absence of withholding tax, at- 
tract deposits from throughout the region 
to Singapore’s Asian Currency. Units 
(ACUS The proposed new measures 
would exempt from. banking secrecy any 
information requests backed by a gar- 
nishee order (an order attaching money 
belonging to a debtor); or demanded of 
the Singaporean branch of a foreign bank 
by its overseas head office; or deemed by 
the MAS to be germane to a bank's “fi- 
nancial condition." 

Under another proposed measure, 
bank auditors would be responsible for 
advising the MAS of any breach of the act. 
Elsewhere in the amendments proposal, 
fines for various infringements are in- 
creased by two- to 16-fold. And, for good 
measure, MAS investigators are empow- 
ered to conduct record-seizing raid: 
premises where unlicensed bankin 
ACU businesses are thought to be có* 
ducted (though so far, Singapore has 
shown no signs of any such illicit “kerb- 
market" activity). ct 














Singapore business district: 
rules and record-breaking. 





exception in new shares issues here," 
commented one broker, citing a catalogue - 
of 1983 issues whose receptions have been. 
similarly enthusiastic. LUN 

This may stem in part fro 
ingly ready availability to local. $€ 
credit — whether from banks or brokers. 
— to take up new share offérs Lenders. 
reap a couple of weeks’ worth of interest - 
income (at high, short-term rates) on the © 










full amount of application monies, while . 








ng run all that they risk isa tiny 
fraction of the amount applied for — and 
that collateralised by undervalued stock. 


|. For their part, speculators may see the 
raising of application monies as simply the. 


gate price for getting a pi cce of the. action. 
Co-managers of an issue typically. ratic 
allocations of shares according to h 
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^ The corporate sector, meanwhile, ca 
take comfort from one small proposed 
liberalisation of the Companies Bil . The 
"trigger-point" level of shareholding 
beyond which a takeover suitor must 
make a cash bid for the entire share capital 
of a target company will be raised, under 
the new amendments, to 25%. This is still 
more restrictive than the 33.3% threshold 
in neighbouring Malaysia, but it is appre- 
ciably closer to the majority interest 
needed to gain effective cSntrol ok a com- 
pany than was the 20% trigger previously 
set in Singapore’s takeover code. 

Other takeover provisions permit 
suitors to change or withdraw an offer, but 
prohibit “bluffing” offers which the suitor 
is unprepared to follow up. Elsewhere in 
the 54-page package of amendments are 
sections on insider trading, bankruptcies, 
limited liability and rights-issue documen- 
tation. 

A few provisons, though, have elicited 
mild grumbling, such as the one which ex- 
tends insider-trading bans to cover in- 

ND who act on tips from insiders even 


ugh they themselves are not directly 
onnected with the companies in ques- 
'tion. Brokers worry that the language 
used might inhibit their research and 
analysis. 

Such qualms can be expected to elicit a 
certain amount of lobbying by busi- 
nessmen seeking to alter the amendments 
before their enactment later this year. 
Nonetheless, observers expect them to 
pass substantially as proposed. The 
amendments should considerably narrow 
the gap between the spirit and the letter of 
Singapore's business legislation. 
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sought a single, 1,000-share lot of L and M 
will stand a one-in-64 chance of getting 
that minimum lot. But the lone investor 
who applied for more than 5 million shares 
will be assured eight, 1,000-share lots, at 
the cost of tying up his credit lines and pay- 
ing interest for a week or two. 

"This practice rewards oversubscrip- 
Den. one broker commented. “If the 

AS or the Securities Industry Council 
wanted to check the trend, this is one area 
where they could apply some ‘moral sua- 
sion. But so far, regulators have shown 
few signs of anxiety over the phenomenon 
of oversubscription. Indeed, the conser- 
vatism fostered by Singapore’s stringent 
New Listings requirements can be argued 
to inspire the low p/es and bargain prices 
that attract swarms of punters. 

As for the issuing companies them- 
selves, even at the low p/es that prevail, an 
equity issue provides funding at a cost (de- 
rived by taking the percentage of the share 
price offset by earnings per share each 
year) that compares favourably with the 
cost of debt, at current interest rates. And 
the oversubscription of equity issues ac- 
cords instant glamour to newly listed 
counters — “at least as long as Singapo- 
reans see this sort of charade as glamour- 
ous, rather than an indication of inep- 
titude, uneconomic pricing and financial 
unsophistication,” as one securities 
analyst observes. — LINCOLN KAYE 
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Bank Indonesia: mobilising more domestic resource. 





Restraint by bonds 


Indonesia considers using government issues to control the 
money supply, replacing its scrapped credit ceilings 


By Susumu Awanohara 


Jakarta: Having boldly liberalised the 
banking environment and introduced 
sweeping tax reforms in 1983, the Indone- 
sian monetary authorities appear to be plan- 
ning another innovation in 1984: issuance 
of bonds by Bank Indonesia (BI), the cen- 
tral bank. The move is needed because the 
bank liberalisation deprived the au- 
thorities of a potent instrument for reg- 
ulating the money supply. It should also 
provide a shot in the arm for Jakarta's 
fledgeling — and floundering — capital 
market. 

The liberalisation measures, removing 
credit ceilings imposed on commercial 
banks by BI and allowing the dominant, 
state-owned commercial banks to set their 
own interest rates, was designed to im- 
prove financial intermediation and thus 
mobilise more domestic resources. The 
policy package was also intended to force 
state banks to become more professional 
and efficient. They were expected to be- 
come more aggressive in seeking deposits 
and more creative in channelling credits. 

Under the old system, BI freely pro- 
vided subsidised liquidity credits to com- 
mercial banks, which then on-lent the 
money to various sectors, according to the 
authorities’ plan. Liquidity credits ac- 
counted for the bulk of the major expan- 
sion in Bl's net lending to banks and there 
was a significant decline in the relative im- 
portance of time and savings deposits in 
the financing of credit expansion. 

Meanwhile, lifting of credit ceilings, 
coupled with the phasing out of liquidity 
credits, have resulted in the loss of a cre- 
dit-regulating instrument at BI's disposal. 


. Theoretically this leaves BI now with the 


choice between manipulating bank re- 
serve requirements, altering its rediscount 
facilities with banks, or conducting open- 
market operations to regulate credit and 
money supply. But BI apparently has 
been reluctant to raise the reserve ratio for 
fear of reducing money-market turnover 
and distorting the cost of funds as well as 
penalising banks which have lent right up 
to previously permitted limits. Rediscount 
facilities are seen as more effective in in- 
jecting money into the system than in tak- 
ing it out, a move which needs to be done 
now, sources say. That leaves open-mar- 
ket operations through which BI could 
buy or sell government bonds to expand or 
soak up liquidity in the banking system. 

Up to now these operations have not 
been possible because government sec- 
urities have been virtually non-existent 
since the change of regime in 1966. Ban- 
kers point out that a variation of open- 
market operations could be conducted 
through the exchange of promissory notes 
between the central bank and the com- 
mercial banks, but that even this is not 
being done. 


M: bond issues by BI eventually 
would give the central bank an effective 
tool with which to control the money sup- 
ply. The much-abused government-bond 
market collapsed in the mid-1960s in the 
face of hyper-inflation, and it was only in 
1983 that the government re-started the 
market in a limited way. 

So far, only three state-owned entities 
have floated bonds. A highway corpora- 
tion, Jasa Marga, has issued Rps 23.7 bil- 
lion (US$23.9 million) and is soon sche- 
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bank, Bapindo, have issued 
billion each. How much BI in 


offer initially is not yet known, but there is 
no question that managers of the issue will 
have a much easier time placing BIs issue 


the market has been accustomed to. — 
And the banks presumably will be 
happy to take a chunk of the issue directly 


or indirectly. Their total deposits rose 


.end-May (just before liberalisation) and 


| November 1983, with state banks’ time 


deposits increasing by 120% during the 


| same period; the growth of bank credit 


was much more modest, however. 
Thus recession prevented a rapid ex- 


| STOCKBROKING 


Browbeaten bourse 


Unpopular changes to the Kuala Lumpur Stock Exchange's | 
articles are implemented with minor concessions to members 


By James Clad 

Kuala Lumpur: The controversial 
amendments to the Kuala Lumpur Stock 
Exchange (KLSE) articles of association 
(REVIEW, Dec. 8, 83) have now been im- 
plemented by the government — with sev- 
eral modifications. The amendments first 
appeared in a somewhat peremptory note 
from the Finance Ministry to the KLSE 
committee on November 15. Reaction to 
their contents and to the manner in which 
they were delivered generated such heat 
that committee chairman Abdul Razak 
Sheikh Mahmood came close to facing an 
open challenge from rebellious exchange 
members — who at one stage numbered 

















Three aspects of the amendments worried 
a large section of the predominantly 
Chinese brokerage community: 

» The government sought to build into 
the articles an explicit power to appoint 
Malays as brokers or dealers’ representa- 
tives, using language suggesting that the 
normal period of tutelage with an existing 
firm might be waived in certain cir- 
cumstances. 

» Some brokers feared the finance minis- 
ter could use the amended powers to ap- 
point, at his sole discretion, pliable per- 
sons to sit on the KLSE committee, which 
now has five members. 

» There was widespread disapproval of 
the amendments’ proposed lengthening of 
.the chairman's term of office from one to 
three years. At a time so close to the ex- 
change's annual general meeting to elect 


























seemed the government, by extending 
Razak's tenure, aimed to pre-empt any 
move to unseat him. | 

Reaction to the amendments first took 
the form of a concerted drive for more 
time to consider their implications: the 
first shot was an urgent appeal to this ef- 
fect from 29 brokers to the KLSE commit- 








. even if it is considerably larger than what 


about 30% to Rps 6.4 trillion between - 


close to a third of all registered brokers. 


committee members (on December 18) ib 
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Act 1983] are here to stay,’ 
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gap nature. | 

Bond issues by BI and other household 
names among state enterprises, such as 
Garuda, Pertamina or Telecommunica- 
tions Corp., could give a great boost to the 
still almost non-existent secondary market 
of the Jakarta Securities Exchange, it is ar- 
gued, In fact, a BI bond flotation was seri- 
ously discussed in mid-1982 with a view to 
developing the capital market. It was 
shelved until the problem of mone y-sup- 
ply regulation arose a year later. Oo 





tee which duly passed it on to Finance 
Minister Tunku Razaleigh Hamzah in a 
telex naming every one of the recalcitrant 
brokers. — P 

Reaction from some quarters ‘of the 
government was swift: one senior and 
much-respected Malay stockbroker was. 
to use the words of an industry informant, 
“hauled over the coals by the Registrar of 
Companies [Zulkifri Mahmood] for siding 
with rebellious brokers,” 

After receiving an extension of time 
from a government caught somewhat off 
balance, the faction planned to convene 
an extraordinary general meeting, in addi- 
tion to the scheduled annual meeting, to 
review Razak’s chairmanship and seek 
other changes among committee mem- 
bers. all of whom also were due for re- 
election at the annual meeting. Thes 
machinations did not yield the desired rei 
sult: the day before the meeting the 
amendments went into effect with very lit- 
tle concession from the government to the 
miscellany of brokers’ anxiety other than a .. 
“reaffirmation” that brokers’ admission — 
standards would be maintained, including 
a requisite period of experience, — 

The other concession was altering the 
draft amendments to retain the right of the 
general membership to elect their chair- 
man and deputy chairman — a right that 
KLSE members will now have to wait 
three years to exercise because the gov- 
ernment, "in the interests of continuity of 
tenure." proceeded on December 17 to 
confirm. Razak's extension of tenure by 
fwomore years. —— — d 

One broker said afterwards that the. 
government's attitude, with little excep- 
tion, seemed to be that “the industry could 
like it or lump it, but the changes [which 
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the finance minister has undoubted power 


to make under the new Securities Indust 












































$1: = a | peg 
y basket makes both for 





duced it inade: sense to use a Bene cur- 


stood by a nervous public. However. the 


ma major crisis. of political confidence... 
stabilised currency has clearly 
yer the political temperature. 
it has also been shown that the currency 
can readily ride up with the US dollar. 
which has been exceptionally strong in 
T] recent weeks against almost all curren- 
| cies other than the yen. It has even 
in tended to trade at a slight premium to 
} the official peg. hovering 












|: high. level of interest rates — three- 
1: month inter-bank. money in the 13-15% 
* range compared with Eurodollar rates of 
> around 9.595. The need to sustain in- 
terest rates at this level is sure enough in- 
dication that there is no iusupcoHan for 
revaluation against the U 
withstanding a brief flurry of speculation 
that it would be re-pegged at HK$7.50. 
c When: Financial Secretary Sir John 
Bremridge announced the peg in Oc- 
tober he said the local dollar might be re- 
valued but would never be devalued. 
Nevertheless, a revaluation might, how- 
ver logically, suggest to the market 
"that the government would change the 
rate according to circumstances — w hich 


























might in turn imply devaluation in the 


| event of severe pressure. Although the 
now highly competitive export sector 
could readily withstand an upward ad- 
justment, the still-reeling property sec- 
tor and much of the finance sector need 
lower interest rates before anything else. 
I " Ifthe US dollar begins to weaken, as 
|. many now believe. might happen, that 
Op will allow some reduction in local in- 
| terest rates to sustain the HK$7.80 peg 
| «even if United States rates remain high. 
— p However, more desirable might be to 
bo kill inflation once and for all. Thus if the 
. prospect is for a weaker US currency, 
now would be the best time to switch the 
peg to a trade- weighted basket. The in- 
flationary impact of the decline in the 
Hongkong dollar will soon have worked 
. its way through. There is no need to risk 
L another round by exposing the currency 























US dollar fall of 


y because it was most easily under- - 





US dollar, not- 


Ao further effective. un should the | 


government has now proved that the peg | 
can work, at least so long as there is no. 


fo around 
: HK$7.78-79, helped by the continuing ' 


bof the 


 ernment fear he might use the station for 























.ago (REVIEW, Mar. 24, '83). pedea: 
top TV channel, Television Broadcasts 


_ The word from Melbourne is that Syme 
‘(itself recently taken over by Sydney- 


publicly criticised ATV’s management. 


month. His ATV interest is held through 


| million. The balance-sheet showed net 


This would be inflationary tn two ways. 


| It would raise import prices, and it could 
ug. "cause a sudden switch back into Hong- 


kong dollars, inflating money supplv. 

. Pégging to a basket now would have 
the added advantage of showing that the 
time was past when psychological ges- 
tures were needed to support the rate. It 
would show that the government was de- 
termined to achieve long-term stability, 
ensuring that over time interest rates and 
money supply reflect Hongkong s over- 
all trading and economic conditions 
rather than that of an ever-volatile US 
curtency. | 
e. AS predicted by Shroff nearh 





or TYB is. about to go public, to the great 
profit of Sir Run Run Shaw and other 
existing shareholders. Meanwhile, over 
at loss-making rival Asia Television 
(ATV) squabbling between chairman 
Deacon Chiu of the Far East group, who 
owns 50%, and an Australian consor- 
tium headed by David Syme, which 
owns the other 50% , seems likely to re- 
sult in the withdrawal of the Australians. 





based John Fairfax) and partners IXL 
and CRA can face losses or Chiu but 
not both. The autocratie Chiu recently 


The. Melbourne crowd have spent 
some HK$110 million since they first 
bought into the long-ailing station 
then known as RTV — in 1981. But if 
they sell out they may be lucky to get 
HK$50 million back. However, the pros- 
pect of Chiu owning the whole show is 
apparently creating some unease in gov- 
ernment. First, he recently accepted 
Peking's favour by becoming a member 
National Committee of the 
Chinese People’s Political Consultative 
Conference and some neurotics in gov- 


political purposes. 

Perhaps more to the point is Chiu's 
ability to continue to fund ATV should it 
continue to lose money at the present 
rate, said to be around HK$! million a 


private companies, but his public com- 
panies have not been doing too well 
either. His property flagship Far East 
Consortium had extraordinary losses of 
HK$300 million in the year to March 
1983 as a result of property write-downs. 
and ordinary profit halved to HK$31 


current liabilities of HK$327 million. 
Consortium recently had a HK$60 mil- 
lion cash So ies from South pus 










And its quoted subsidiary Far ' 
Holdings recently did a share sv ap 
Nikkatsu oe Cam — - whith P 








sortium has. more 
erty than the nbcrenitbale to y buy. 
Meanwhile. overat the Ch: 
pire, Far East ł 
ment, first-half im 
from HK510.3 
Getting a € 
on in thet 
difficult 
assets — the Warwick cl 
consolidated. into” a E 5-owned : 
ciate, Warwick Hotels NV. which i 
ed in the Netherlands Antilles. The C 
family holds the other 5055. 
Life has probably not been easy cithi 
at Far East Bank since 
Citibank’s control 
Deposits fell 15% i 
HK$32 million te 
ever, the nn T 
ing Corp. has a 
representation, wł ! 
Far East avoid the onfidenc 
which hit some smaller loc 
1983. l 
Given his other headaches it is possis - 
Ple that Chiu, like the Australians, may 
ue an all-or-nothing ownership at. 
ATV. He deni orts that he has been 
talking of selling out to Malaysia s Gold.. 
Star group which mass-markets Chinese : 
video cassettes in Malaysia, including 
ATV productions. But he would pro 
bly fell if he could find a buyer pri 
to pay significantly more. than HKSSO 
million and of sufficient standing tof | 
approved by the government. | 
e IT may suit the Insurance Corp. ot 
Singapore (ICS) to be able to buy 
funct Carrian abge dd China Unde 
writers’ Singapore lil e operation for le 
than íts market value. But it does litt 
for Singapore's reputation for open mar 
kets or its ambition to be an internas 
tional insurance centre. And itis more 
aggravation for Carrian creditors. Se 
try Insurance of the US offered to E 
both the life and general business €x 
China Underwriters in Singapore | 
the liquidator for $$10.6 million {U 
million). But Sentry was denied a licence 
to conduct life business. effectively fore 
ing sale to partly government-owned 
(through Development Bank of Singa 
pore) ICS. The general business was soi 
separately for $$4.5 million, making < 
total S$4 million tess than Sentry’s com: 
posite offer. Hf that is not the protec- 
tionism that Singapore. 8o volubly de- 
cries in other count what is? 
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.. On Christmas Eve, 1979, the Soviet Union 
launched a massive air and land assault on 

— Afghanistan's capital, Kabul. A KGB “hit 

- squad” gunned down the country's communist 
leader Hafizullah Amin and his immediate 
family. Babrak Karmal's s regime was installed 
-on December 27th. The invasion left Western 
observers wondering not only why, but also 
'hether, this latest major turn in 
ghanistan’ s bloody history spelled the 
beginning of Moscow’s “Vietnam.” 
-Pitched against the Soviets are the 
ideological warriors fighting in the name of 





n neighbouring Pakistan and scattered in 
guerilla units throughout the country, they are 
tough F ped adversaries who have 

awn the Soviets into a confrontation they 
' er intended. The Russians moved into 
ghanistan militarily to shore up the unsteady 
and besieged regime it had installed, not 
“ome embroiled — at a cost said to be US$2 
vilion annually — in skirmishes with an 
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| possible account of the Hei colonial 
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unseen enemy adept at hit- and-run tactics in 
equally hostile terrain. 









Author John Fullerton spent woad- T 


years based in Peshawar covering the growing 
resistance movement for the Far Eastern 
Economic Review and The Daily Telegraph. 

. He witnessed at first hand bloody encounters. 
with Soviet troops and gunships as he 
accompanied guerillas several times into 
a 
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COMPANIES 


The Dunlop/Pegi conundrum 


-. he Malaysian group's plans for the British holding company 
and its Kuala Lumpur-based subsidiary remain in doubt 


By James Clad 


Kuala Lumpur: Since Pegi Malaysia 
began buying Dunlop Holdings shares 
four years ago, attention has focused on 
the "best" time for the Malaysian com- 
pany to make a takeover bid for the ailing 
British conglomerate (REVIEW, Apr. 28, 
'83). Pegi is an indirect subsidiary of 
Goodyield Plaza, controlled by family in- 
terests of the politically influential Abdul 
Ghafar Baba. 

On several occasions a bid has seemed 
imminent. Just before Dunlop sold most 
of its European tyre-making operations to 
Sumitomo Rubber of Japan interest 
shifted to Pegi's attempts to protect its in- 
vestment in the face of Dunlop's losses, 
(REVIEW, Oct. 6, '83). Most recently. 
rumours have circulated that Pegi has 

ayed a key role in planning with a Lon- 

on consortium to inject £40 million 
(US$57.5 million) of new capital into 
Dunlop — an arrangement that report- 
edly depends on a share-swap deal which 
has the agreement of Dunlop's chairman- 
elect, Maurice Hodgson. 

Efforts to raise money from existing 
shareholders, especially from Morgan 
Guaranty Trust of New York (which has 
increased its shareholding to 19.9%), 
have preoccupied Pegi. It currently holds 
26.195 of Dunlop — not far short of the 
City of London's 30% trigger point for 
mounting a full bid. 

More recently, however, attention has 
shifted back to Pegi's on-again-off-again 
moves to buy into Dunlop Malaysian In- 
dustries Bhd (DMIB). Pegi first an- 
nounced a deal more than 18 months ago 
under which it would acquire Dunlop's 
51% interest in DMIB for M$255 million 
(US$109.4 million). The deal was one of 
the biggest of a series under which various 
foreign companies' local assets were to be 
"Malaysianised." 

But Pegi failed to arrange the fi- 


nancing for the deal, which was actively 
resisted by minority shareholders includ- 
ing Bank Simpanan Nasional, Syarikat 
Permodalan Kebangsaan and the Muslim 
Pilgrimage Board — Lembaga Urusan 
dan Tabung Haji. In 1983 a joint venture, 
called Dunlop Pegi, was formed to let Pegi 
off the hook. Dunlop-Pegi would take the 
51% stake at the same price announced in 
1982 but Pegi itself would need to provide 
only half the joint venture's M$11O million 
capital. The remaining M$150 million to 
complete the DMIB equity transfer would 
come from bank loans. It is understood 
that repayment of these would have been 
Pegi's responsibility. 

It was not to be. A further and perhaps 
final twist occurred on December 17, 
1983 when, in a one-paragraph statement, 
Pegi admitted that "the preconditions of 
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Hodgson; Malaysian tyre-making; Ghafar: preconditions not fulfilled 
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the 1983 modified agreement . . . have not 
been fulfilled within the specified time.” 
The. joint-venture arrangement had 
lapsed. 

One immediate result of continuing 
DMIB's existing shareholding is the pros- 
pect of renewed government pressure on 
DMIB to reduce its foreign stake to the 
3095 stipulated by the New Economic Po- 
licy — a government programme aimed at 
transferring 30% of corporate equity to 
bumiputras (Malays and other indigenous 
peoples) by 1990. But there are appa- 
rently no immediate takers. 

Failure to finance the deal adds further 
substance to claims that Pegi's major 1980 
Dunlop share acquisitions have not 
proved too wise. Stockmarket reaction to 
the lapsing of the joint-venture agreement 
was an initial 10% rise in Pegi’s share price 
reflecting relief that Pegi had avoided 
higher gearing. 

One explanation given by Pegi execu- 
tives is that the lapsing of the DMIB 
equity acquisition will alls resources to 
be used to shore up Dunlop Holdings it- 
self, an interpretation that gains credence 
in the light of reports that the London con- 
sortium is prepared to inject capital into 
Dunlop Holdings. mn 


COMPANY RESULTS 


Thai flies high 


Thai International, Thailand's national 
carrier, has announced a Baht 647 mil- 
lion (US$28 million) pre-tax profit for 
the financial year ended Sept. 30, 1983. 
This is the best result ever in the airline's 
19-year history of uninterrupted profita- 
bility. It represents a jump of nearly 20 
times from the Baht 34 million pre-tax 
profit in 1982, when earnings dwindled 
as a result of the global recession. 
Under a cautious management policy 
which emphasised improvement of exist- 
ing services rather than fleet expansion, 
revenue from transportation activities 
rose 8.4% from Baht 13 billion to Baht 
14.1 billion, while the total number of 


passengers carried increased 5.6% over 
the same period to 2.5 million. 
— PAISAL SRICHARATCHANYA 


First Allied cuts loss 


Net losses at Malaysia's electrical- 
appliances manufacturing group First 
Allied Corp. were reduced to 
M$487,000 (US$209,013) in the six 
months ended Sept. 30, 1983, compared 
with M$1.03 million in the correspond- 
ing period of the previous year, while 
turnover fell to M$3.9 million, com- 
pared with M$4.8 million. Directors as- 
cribed the continuing losses to sluggish 
demand owing to world.recession and 
public-spending cutbacks. 

LINCOLN KAYE 
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WINDOW-DRESSING at year-end was a feature of most Asian markets during the holiday- 
shortened period to Dec. 30. The strongest activity was seen in Australia, where investors 
ended a year of rising prices with a final flurry of buying. Otherwise, Singapore, Kuala Lum- 
pur, Taipei and Manila all finished on firmer notes. There was no trading at all during the 


l AUSTRALIA & NZ 


period in Seoul and New Zealand. 


TOKYO: The shortened, two-day period saw a 
modest continuation of the rally that began shortly 
after the Dec. 18 parliamentary election. What 
started as a bullish counter-reaction to the fall in 


accumulating stocks on days when "there is a little 
panic in the air." 


AUSTRALIA: Ending a good year on a strong note, 
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prices on the morning of the election results gained | the stockmarket continued to rise, primarily on local Aust. All-Ordinaries Indi 
momentum, helped by the traditional end-of-the- buying. The Australian. All-Ordinaries Index rose | Dec.27 

year expectation of rising prices. Volume was heavy | 12.8 points, or 1.795, in the three-day period to close | Dee. 28 

at ge "neenl: vc ite sduuhihon |< 5.3. Th 3 adi Dec. 27 and Jan. 2 Dec. 29 

as brokers and speculators sought to take advantage | at 775.3. There was no tra ing on Dec. Z/and Jan.2. | Dec 30 

of the favourable mood. But the Nikkei-Dow Jones Volume was high with daily turnover averaging A$80 | Jan.2 

Average failed to reach the 10,000 threshold, closing | million (US$71.75 million). Bullish sentiment was | Change on week + 


at 9,893.82. Predictions of an improved economic 
performance in 1984 also contributed to gains. The 


market was closed from Dec. 29 to Jan. 2. rises ahead, though industrial counters are now trad- nce lt pi 

ing on price/earnings ratios of 19. Ampol Petroleum 1.92 i 
SINGAPORE: The market finished 1983 on a mod- AE mI is Di epee 
erate up-tick, with Fraser's Industrial Index gaining MANILA: The price trend was up, basically on win- | avances oic. 2 98 35 
65.35 points to close the period at 5,889.65. Trading | dow-dressing at year-end. The mining index gained "sid Em a 
gathered momentum towards the end of the period, | 12.83 points to close at 1,247.61, the commercial- Bougainville 253 -A 
when the widely watched Straits Times Industrial industrial index 2.96 points to 145.63 and the oil Tig pe San 
Index approached and then broke the psychologi- | index 0.093 of a point to 1.132. Value turnover | sumsprip ^ 3.45 “62 
cally significant 1,000 barrier, Gains were broadly | reached P27.1 million (US$2 million) mainly be- Seka 3,15 16 
based, with all sectors showing some advances. The cause of a single-block sale of Banco Filipino shares | exec pr pag alps o 
most dramatic rises were in mining stocks, such as | worth P 10.1 million. Volume totalled 520.6 million pg 3.08 +47 
Tongkah Harbour, which gained 64 S cents (13 US | shares. The biggest contributors were newly listed | ouncpavsrem iis b 
cents) to $$5, but on thin volume. Turnover averaged | Basay Mining and speculatives, Interport Resources | €Zindustres 645 Zr 
9843.4 million against S$30.4 million in the previous | and Podco. both with stakes in planned drilling off | L995mew. A x n 
period. There was no trading ori Jan. 2. disputed Spratly islands. Herald à Weekly Times 398 50 
KUALA LUMPUR: The volume of trading rose TAIPEI; A surge of buying lifted the weighted index MiM Holdings Y" its 
during the period, a result more of local optimism | to a near-record high of 765.08 on Dec. 29. Although | jenem E UEM 
than any reaction to overseas leads. Average daily | there was some profit taking on the final day of the | eacwaiserc 6.12 «03 
turnover reached 12 million units valued at M$37 mil- period, trading remained extremely heavy. Average OM DOMIN 2.00 “26 
lion (US$15.9 million). Interest was prompted by | daily turnover rose almost 50% to reach NTS2.22 bil- Smith H ie f 
speculative buyers in a range of plantation, industrial | lion (US$55.47 million). Once again, the prospect of the mest hec: dom lll «83 
and property counters. Institutional funds also were | listed companies’ high year-end dividends attracted | sexi 2460 TA 
prominent purchasers. The period closed with keen | investors. The index closed the period at 761.92. Up. ie eee "t2 - 
interest evident in two counters: Pegi Malaysia — | 15.37 points. The exchange was closed on Dec. 31 a SP PITE 
which called off a bid to acquire a majority holding in | and Jan. 2. 
a Dunlop Malaysia Mesum (page 75) — and HONGKONG 
Amalgamated Steel Mills. which announced a one- BANGKOK: After its recent decline, the market Hang Seng Index 
for-four bonus issue. The market was closed on Jan. began to show signs of recovery. Analysts attributed 

the rise in prices mainly to technical factors. primar- | Dee: a oa 

ily window-dressing. A more fundamental bullish ar- Dec. 29 87 

HONGKONG: Window-dressing at year-end was gument was the tough medicine recently prescribed | Dec. 30 87 


the main factor in generally featureless trading. The 
Hang Seng Index closed the shortened period up 7.64 


also x by an oil strike in the Cooper Eromanga 
Basin. Brokers remain confident of further price 


by the central bank. The announcement of new mea- 
sures to shore up the baht by curbing import-credit 




















Changeonweek |  J .0$ 


points at 874.94, The market was closed on Dec. 27 expansion was viewed by investors as ending the ee 
and Jan. 2. Average daily turnover was HK$83.4 mil- prospects of a devaluation. The renewed confidence Associated Hotels 0.93 .22 
lion (US$10.7 million). Ínterest was centred on main | in the baht was reflected by a drop in the forward- ^ae d cise : 
liners. Political jitters have taken a back seat, at least | cover rate of more than 50%. Average daily turnover | B**? aea PS 
for the moment, with the next round of Sino-British | was Baht 28.85 million (US$1.25 million) as the | cheungkong 730 21 
talks not scheduled to resume until Jan. 25-26 — the | Book Club Index rose 1.44 points to close the period | "te" e MEA i 
eighth round. Meanwhile, one broker recommended | at 121.24. There was no trading on Jan. 2. F E Consortium gaa" n 
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+0.48% 

Dec.28 “change  P/e 
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1120 -09 454 
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^ CACK ^ WILCOX. 
FIRST NAME IN STEAM. 


Nobody knows more about 
steam generating systems than 
Babcock & Wilcox. That was 
true in 1867, and it’s still true 
today. 

When Stephen Wilcox and 
George Babcock introduced 
and perfected their ingenious 
water tube boiler in the U.S.A. 
over a century ago, they laid the 
groundwork for a tradition of in- 
novative leadership in steam 
generation which is today meet- 
ing the needs of utilities and in- 

ustries all over the world. 

The full range of Babcock & 

ilcox international support 
covers everything from design to 









For over a century, Babcock & 
Wilcox has been the technology 
leader in steam generation in 
North America and worldwide. 
Let us share our knowledge and 
total scope resources with you. 

Contact International Sales— 
Babcock & Wilcox Canada, 581 
Coronation Blvd., Cambridge, 
Ontario, Canada, N1R5V3. Telex: 
069-59344, or Babcock & Wilcox 
International, Inc., 20 S. Van 
Buren Ave., Barberton, Ohio 
44203, U.S.A. Telex: 98-6406. 


construction and startup of com- 
plete turnkey industrial and utility 
boiler islands. We supply every- 
thing from boiler controls and 
cleaning systems. ..to training 
programs for your operators. 

We have highly skilled field 
and home-office engineering 
specialists ready to work closely 
with you to plan and implement 
efficient, cost-saving plant 
improvement projects—from 
simple upgrades to complete 
boiler rebuilds. Total scope ser- 
vice also includes quality 
Babcock & Wilcox replacement 
parts for your operating 
equipment. 















Where the world comes 
for energy solutions. 
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Pabrocl & Wilcox 


a McDermott International company 





LETTER FROM TAIPEI 


emocracy may not be 

dominant in Taiwan, but 
on the streets of Taipei the 
mobile majority most cer- 
tainly rules. Motorbikes 
heaped high with produce 
and packed with riders com- 
mand the broad avenues 
from dawn well into the 
night. At rush hour, when 
the roads become impossi- 
bly crowded, the pavements 
turn into treacherous de- 
tours. 

Pedestrians are treated 
with contempt. Like hun- 
ters on safari, riders stalk 
the streets searching for 
toes to crush. Wearing sur- 
gical masks to protect them- 
selves from the soot they 
generate, the bikers of 
Taipei seem to fear nothing 
but traffic jams, and with so 
many motorbikes on the 
road each day traffic jams 





Taipei biker: on safari. } 


since so few rules apply to 
motorists, pollution, noise 
and sheer fright multiply 
along with the bikes. 

There are 10 motorcycles 
for each car in Taiwan, and 
they now account for 84% 
of all registered vehicles in 
the country. Over the past 
two decades annual passen- 
ger traffic has grown by 8% 
on Taiwan’s roads and high- 
ways, while the railways 
have struggled to hold onto 
the number they had in 
1960. Personal transporta- 
tion is seen by people here 
as a tangible sign of their 
freedom. Not even elderly 
Kuomintang officials can 
miss the symbolic value at- 
tached to owning a motor- 
bike. 

To get a driver's licence in 
Taiwan one has only to 
graduate from primary 











are worthy of dread. 

South Koreans may disagree, but 
Taiwan is clearly the motorcycle capital of 
Asia, perhaps of the world. By 1983, the 
country had 5.1 million of them. For 18 
million citizens, many of them too young 
to drive, that is a lot of motorcycles. And 


school, reach the age of 18, 
and register. New motorbikes can cost as 
much as NT$60,000 (US$1,500) but used 
vehicles — often strung together with cord 
and tape — are available for less. Whether 
one can afford a gleaming new Honda, or 
merely a serviceable Sanyang, Taiwan will 











gladly provide. If the industry continues ti 
add 10% to its inventory each year, th 
saturation point should be reached soon. 

Motorcycles, however, do have thei 
uses. [In Taipei they are now responsibk 
for many essential services: they provide 
movable centres of commerce, and, in th« 
case of the ubiquitous noodle vendor, : 
movable feast as well. Strap a couple o 
crates on the back of a motorbike and you 
have a vegetable stand — or a fruit shop 
or even a thriving English-language 
bookstore. Recently, one old man buil: 
shelves on the back of his bike and openec 
a pet shop. 


A’ enterprising biker can carry any: 
thing, even through the most tortuou: 
traffic. Chickens, bedding, small trees anc 
even Taiwan’s hottest technological mar. 
vel, a personal computer, have all beer 
seen snaking their way down Nankin^ 
East Road, one of Taipei’s main arter 
But it is with human passengers (tech 
cally illegal) that bikers show their great 
est skill. 

An extended family may not fit on c 
motorcycle, but the immediate one ofter 
does. Father always drives, mother sits be- 
hind, and frequently a baby is tucked be- 
tween. Chinese women have become ex- 
perts at riding side-saddle, and the sight of 
them gliding through the traffic can make 


The widest horizons of technology. 
FROM THE HEART OF MAN 
TO THE HEART OF SPACE 


THE MOST COMPLETE RANGE OF 
AEROSPAGE PRODUGR S FOR CIVI 
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inyone happy that the laws are never en- 
orced in Taipei. 

For anyone watching from the absolute 
safety of an overpass, the sight of dozens 
of bikes floating through five lanes of traf- 
fic is a little thrilling. The bikers’ most 
challenging and difficult manoeuvre in- 
volves making a left-hand turn from a 
right-hand lane. This they do with the in- 
stinctive eagerness of a child, leaving 
clumps of taxis and other bikes fuming in 
their wake. 





Scooters in the capital: few rules. 
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But pleasant visual diversions cannot 
excuse the danger caused by motorbikes. 
The authorities are understandably reluc- 
tant to release statistics on accidents or 
the number of traffic-violation tickets is- 
sued to drivers. The Taipei bureaucracy 
can be brutally efficient — one stamp col- 
lector, upon moving to Taiwan, had his 
single stamp from China removed from 
hundreds of pounds of luggage. But no 
one can quite remember the last time 
they were required to pay a traffic 


ticket. 

In November, 
the Executive 
Yuan decided to 
put a little law 
back onto the 
streets. With the 
usual amount of | 


pomp, it approved 
a rigid set of rules 
designed to im- 


traffic and prevent 
motorcycles from 
becoming "public 
nuisances.” The 
plans are grand, 
but nobody takes 
them seriously. In 
place of the path 


of least resistance 





aerospatiale 
france 


singapore office 


Ith Storey Liat Towers 541, Orchard Road 09-02 
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— the only current traffic lane — specia! 
zones will be established for motorcycle: 
Fines for moving violations and “needless 
blowing of horns" will be | (an 
perhaps even collected). Students will be 
prohibited from riding their motorcycles 
to school — prompting one university pr: 
fessor to predict the end of higher edu 
tion in Taiwan. And, for the first timi 
vehicles will be inspected regularly. Th 
Executive Yuan also promises to impos« 
stricter fuel requirements in an attempt te 
eliminate some of the pollution thal 
plagues the island. 

"None of this will ever happen T 
one American who has lived in Taiwan for 
many years. "Motorcycles are one of the 
only ways to let yourself go a little in pub 
lic. If they take that away there will be 
chaos." Possibly to head off riots, the En 
vironmental Protection Bureau has prom 


raiset 


ised to hold a “large-scale open hearing. 
on the whole issue of motorcycles in 
Taiwan. If anyone manages to get there 
alive it could make for an interesting 
meeting. MICHAEL SPI 
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Today's complex marketplaces 
demand a constant search for 
new ways to meet tough financial 
challenges. 

We can help. The Royal Bank has 
some of banking's best financial _ 7 
. minds to provide you with the kind 
_ of imaginative thinking difficult 
times demand. 


MERCHANT 
BANKING 





For example, the challenges of 


tailoring a package to specific client 
needs and obtaining the best terms 
. available in the market led Orion 
- Royal to develop the world's first 
-floating rate deposit note. 
. Combining the characteristics of 
. amoney market instrument with 
. those ofa securities issue took inno- 








. vative minds and a lot of creative 


thinking. The outcome was a highly 
successful placement. 


COMPETITIVE EEDGE_ 


issue. When Royal B. Bar nkers meet < 
challenge head on, dese can g t 
a competitive edge. 

So whether your needs are i in he 
fields of merchant banking, world 
trade, money mar ket tran a E tior ons or 
energy financing, the Rova IB Bank 
can help. m 

Give us the chal- - 
lenge. We'll put our 
heads together to 
help findanewand Mv 
better way of meeting. 
your financial needs. 










THE ROYAL BANK or CANAL 


Assets; US, $7 2.0 billion. Network: more than 590 branches 


rnidwide; 210 operating units in 46 c ount ries; 44 subsidiaries and affiliates; 





3600 correspondent banks. 


in Asig/Pacific: Ho ues ng. Singapore, Beijing, Bangkok, Seoul, kyo , Melbourne Sydne ME 
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PSOE 295e9009ul Arvation’s Future Shock 


Votes for the People? 
The Finance Squeeze 


AUSTRALIA ~- 












5 — France Ffr 13 — Holland G 6 — Hongkong HK$12 — India Rs 18 — Indonesia Rps 200 
PNG Kina 1.50 — Philippines P12 — Saudi Arabia 
U.S.A. USS2.25 


Burma Kyats 3.00 — Canada C$2.50 — China US$1.7 
Malaysia MS4.00 — Nepal Rs 17 — New Zealand NZ$2.05 — Pakistan Rs 18 — 
SKr 20 — Taiwan NTS50 — Thailand Baht 40 — U.K. £1.50 


“Australia AS2.00 — Bangladesh Taka 24 — Brunei B$4.00 — 


Japan Y 500 — Korea Won 1000 — Laos USS1.75 — 
Singapore S$4.00 — Spain P 250 — Sri Lanka Rs 15 — Sweden 






When a company calls Daewoo, 
there are 70,000 reasons ---hy. 
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Get to know the people at 
Daewoo, and you'll see 
the reasons more and 
more companies are calling the 
company few had even heard of. 


You'll see the exceptional dedication and energy 
that's brought Daewoo over $3 billion in sales 
in just 16 years. 






























You'll also discover the talent and innovation that 
have allowed us to expand into dozens of 
new fields, making Daewoo one of 
the largest, most diverse 
multinational companies in the 
world. From shipbuilding to 
textiles, our global operations are 
growing more successful each year. 


And you'll find insight and 
foresight, two more reasons our 
well-trained people have been able to 
earn and keep the trust of an impressive 
list of prominent companies. The kind 
that demand a lot from their partners. 


The fact is, people are Daewoo's greatest resource. 
So the next time you need good partners, no matter 
what your project or problem, look for good people. 


There are 70,000 of them at Daewoo. 


C.P.O. Box 2810, 8269 Seoul, Korea 


Tix.: DAEWOO K23341—5 BECAUSE GOOD PEOPLE MAKE GOOD PARTNERS: 





Down to the crunch 


I find Jose Romero Jr's The 5th Column 
[REVIEW, Dec. 15, '83] a complete waste 
of space as it merely reiterated a worn-out 
economic “analysis” of the faltering 
Philippine economy. One does not need 
to devote two pages of the magazine to 
such highly superficial coverage, which 
could actually be condensed into a few 
sentences. Sufficient to say, the economic 
crunch can be attributed to the following 
factors: | 
» Existence of contradictory policies 
such as adoption of the export-oriented 
industrialisation strategy while protec- 
tion, mainly in the 
form of high import 
tariffs for the capi- 
tal-intensive and in- 
efficient import- 
substituting indus- 
tries, has been 
maintained. 
» President Fer- 
dinand Marcos’ 
penchant for 
cronyism and the 
unwarranted expan- 


Imelda Marcos: sion of state enter- 
glamorous projects. | prises to key sectors 
of the economy 
which has proven detrimental to private 
capital. 
» Prevalence of graft and corruption in 
the government machinery. 
» Pursuance of a number of highly 
glamorous projects (most associated with 
Marcos' wife, Imelda) which turn out to 
be white elephants. 
» The country's (in particular, and the 
Third World's in general) inherent lack of 
discipline in managing its debt/financial 
problems. 

To enable the country to extricate itself 
from the economic mess, Romero for- 
warded several proposals which implied 
hat the exit of Marcos from the political 
cene was indispensable to avoid further 
economic disaster. Interestingly, mem- 
bers of Romero's Makati Club were 
among the foremost supporters and be- 
neficiaries of the martial-law regime dur- 


LJ -"-———-! The Chinese lacquer Watch* 
The missing 60% 


Salamat Ali's article, A problem of history 
[REVIEW, Dec. 15, '83], states that about 
7596 of Bhutanese are of Nepali origin 
when in fact the figure is near to 1575. 
Also, *Southern Bhutanese," as they are 
appropriately called, are surely not 
treated as second-class citizens — one has 
merely to visit the region to recognise 
that. 


Tashigang. Bhutan | DORJI PAVO PHUNTSHOK da A C/) | 


» Salamat Ali replies: Bhutanese figures ' The dial, the bezel, the buckle, 5 
have two Mies Officially, the ‘ane of Re SAN, OF Ot SOE ee ——— 


Nepali presence is underplayed and it is 
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INTER: CONTINENTAL SERVI 

Even in a part of the world where fine service 

is a tradition, ours stands apart. We give the same 
attention to both your business and personal needs. 
That's another InterContinental advantage. 


IN THE PACIFIC AND ASIA THE ADVANTAGE IS INTER: CONTINENTAL 








ÜÉINTER:* CONTINENTAL HOTELS 





BANGKOK. Dramatic architecture and Inter* Continental style and service distinguish the Siam Inter* Continental, situated on 26 acres of former palace gardens. 
HONG KONG. On Hong Kong Island, featuring the city's newest, superbly equipped business center, the Furama Inter* Continental enjoys the best location in the 
Central business district. JAKARTA. Set among twenty-three acres of gardens with sports facilities, tennis, squash and jogging, the Borobudur Inter* Continental is 
considered the business traveller’s country club. MANILA. Nestled in the Makati area, the Inter* Continental Manila is perfectly located for finance and commerce. 
The quality service is quite outstanding. SINGAPORE. At the Pavilion Inter* Continental Singapore, you can be in the heart of the international banking center 
by day and dine at Maxim's de Paris at night. Our spectacular atrium is rightly considered a local landmark. SYDNEY. The Inter* Continental Sydney opens in 
late 1985. TOKYO. The Keio Plaza Inter* Continental, minutes from Shinjuku's entertainment and shopping center, has its own airport limousine service. 


—— aco c o s se M ee eres ECT oM tef Y 
INTER: CONTINENTAL? More than 80 superb hotels around the world. 











rd. In terms o. real policy, howe er, O 
indicator is enforcement of a birth-con trol 
programme in the south alone where 
Nepalese are concentrated. In the north, 
where other tribes live, it is stated that 
more people are required because the re- 
gion isunderpopulated. $ = 

My estimates cover thousands of 
Nepali-speaking people who do not have 
citizenship rights and are co sidered by 
Bhutan as citizen pal or India and 












spectre - 


tragedy is that democracy 
n style in President Zia-ul Haq's 
) was never allowed to flourish 
igh usurpers of power in the army. 
; ring | 36. years of i dependence, demo- 

ernment of even two five-year 
t. How then can Zia 
democracy is not the sol- 








lace in a demo- 





ratic system and; 
ightly reported (REVIEW, Dec. 22, '83), 
ie is "buying time by creating confusion 
hrough discussion." Haqqani has cor- 
ectly assessed that Zia 
vays of keeping out the Pakistan People’s 
'arty" (of executed former prime minister 
zulfikar Ali Bhutto) by suggesting elec- 
ions on a non-party basis on the plea that 
slam has no place for political rivalry. 
"he fact is that for» Zia, Bhutto is as 
hreatening dead as alive. 


abel "J l S. ZAMAN 


)f Muslims and myth 


"must take issue with Husain Haqgani's 
'ontention that “the communists won con- 
able Muslim support” in his other- 
luminating article Repression and 
‘dichotomy of Islam in China 
; ^83]. The fact is that 
! Chinese communists could get’ no 
nore than a few thousand Muslims to sup- 
ort them even though they remained 
‘amped on the borders of the. Muslim 
trongholds of Ningxia and Gansu for 
nore than a decade from 1936. The Hui 
overnors of the Ma clan — especially Ma 
: uei and Ma Pu-fang — were 
anti-communist and largely en- 
heir provinces remained the 






























irman Mao Zedong' s friend 
now was forced to admit in 
us Red Star Over China that 
S almost like an independent 
| hundreds of well-kept 





lusain. Haqqani has 


"is looking into: 





kistan f At. has never been. 


lims outnumbered |. 
some areas in the T 


E : - These remarks, quoted on page: 3t; were. made 
s | by K. Rajaram, the oer in thes state ise ih 
SA d | sure. 








ns in the country. The 3- 


| 4,00 000 ( ethnic. Chinese Muslims who did 
join the communists. in the pre-1949 


period did so more out of personal griev- 


ances against the Kuomintang and the 


ruling Ma family than any great belief in 
the Left as saviours. 

An early communist attempt to set up 
an "autonomous region" in Yuhai county 
in 1936, using disaffected: S, Wa 
crushed speedily by force: 
governors. The 1949 “liber. | 
northwestern Xinjiang province: was more 
in the nature of an armed conquest, and 
the communists have had to face sporadic 
Muslim revolts ever since. | 
Lahore 


Hec ged out! 


Your article The jordin knot. is cut 






 [REviEw, Dec. 22, '83] describes the deci- 
-sion by Australia to float its currency and 


lift some exchange control restrictions. 


. The inference in one of the articles is that 


‘itis the merchant banks in Australia which 
provide the foreign-currency hedge mar- 
ket as a means of forward cover for capital 
transactions. This ignores the fact that cer- 


| tain Australian trading banks are also very 
active in the hedge market, and in fact 


Westpac Banking Corp. was the driving 
force in its establishment and continues as 
a major participant. 

As far as Westpac is concerned, we are 
not at all nervous working with a floating 
Australian dollar, and media coverage of 
activity in our dealing room on the first 
day of trading in the new environment 
confirmed this. Westpac has always given 
high. priority to training its foreign-ex- 
change dealers both in Australia and 
major financial centres, so we do have the 
expertise. 

As an offshore financial centre; Austra- 


in communication and other technology, 
the tyranny of distance from othercentres 


P.J-CLARKE 
IE S Acting Treasurer, International Division 
Sydney Westpac Banking Corp. 
To coin a phrase... 


With reference to Michael Malik’ s recall- 
ed quote concerning the "Maggie" coin in 
Traveller's Tales [REVIEW, Dec. 29, '83], 
the 530p piece originally was dubbed the 
"Wilson" (after former British Labour 
prime minister and now peer of the realm 
Sir Harold) because it is two-faced, seven- 
sided and no use to anyone. 
Hongkong . DAVID HUMPHREYS 





























Due to a. processing e nour January: 12 edi- 
on. remarks. describing: the. people of Tamil 
adü were incorrectly” attributed to the’ chief 
minister of the. state; M. G. ‘Ramachandran, 













ja s no hwest 1s among the 


Patrick Sm, Ashley Wright fAssustants? 


lia has great. prospects, and with advances. 


will not be a threat to future development. 
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APRIL 14 TO 23, 1984 


WORLD TRADE 


in Milan, from April 14 to 23, thousands of exhibitors coming from five continents. meet 
hundreds of thousands of visitors and businessmen coming from all-over the world. _ 
Trade transactions are fostered and facilitated by an organization availing itself of the 
most sophisticated and technologically advanced facilities in the field of fair informatics. | 
These facilities are now in operation throughout the year and also cover the over - 

80 C I exhibitions that bu pi lace in the Fai quarter during E year. 
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PLEASE FILL OUT THE 
COUPON CLEARLY AND 


“SEND IT TO THE MILAN FAIR, 


FIERA Di MILANO, 

LARGO DOMODOSSOLA T 
20145 MILANO (ITALY), 
TEL. (02) 49971, 
TELECRAMS: FIERAMIL, 
TELEX: 331360 EAFM } 


















Business looks to Tokai Bank for more than just a place to 
safely keep money. GEN | 

They seek out the wisdom Tokai's over 100 years of 
experience brings to light. ELS 

They turn to the global perspective and up-to-the-minute 
analyses provided by Tokai's worldwide network. — 

And they look to the strength and leadership that has made 
Tokai one of the largest banks in the world. uo 

In short, they think of Tokai Bank as a concerned 
international business partner, with answers that make sound 
financial sense. 

Tokai Bank—a solid bank with a solid direction. 








Head Office: 21-24, Nishiki 3-chome, Naka-ku, Nagoya, Japan Tel: 052-211-1111 International Banking Group: 6-1, Otemachi 2-chome, Chiyoda-ku, Tokyo, Japan Tel: O3-242-2111. 
Overseas Network: (Branches & Agency) New York, Los Angeles, Chicago, London, Frankfurt, Singapore: Hong Kong & Seoul; (Representative Offices! Toronto, Hous dexico City; 
Sao Paulo, Madrid, Paris, Zurich, Tehran, Bangkok, Kuala Lumpur, Manila, Jakarta, Beijing & Sydney! (Subsidiaries) Tókai Bank of Califonia, Tokal Bank Nedertand NX. Tokai A 
Tokai international Ltd.; (Affiliates & Associates) London, Bangkok, Hong Kong & Sydney. E i 
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chemical based allied products from India to the world. 





For over 25 years 
Capexil has brought the 
world the finest chemical 
based allied products. 

In design and 
craftsmanship, beauty and 
strength. 

From India. 

A blend of centuries- 
old experience in arts 
and crafts and the latest 
high-technology expertise. 

Auto tyres, asbestos 
products, belting, barytes, 
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CAPEXIL 


Chemicals & Allied Products 

* morn * Export Promotion Council 

"World Trade Centre" (2nd floor) 

14/1B, Ezra Street, Calcutta-700 001 
Phone : 26-7733/34/35 Grams : CAPEXIL 
Telex : CAPEXIL CA 2486 


ceramics, crushed bones, 
canvas footwear, furniture, 
fireworks, glass/gelatine, 
paints, paper, oil hoses, 
ossein;plywood, processed 
minerals, stationery, safety 
matches, refractories, 
rubber products ... 

The list goes on — 


every product custom-made 


to your specification and 
budget. 

Gapexil helps you 
locate the right suppliers, 


arranges buyer-seller 
meetings, provides up-to- 
date information, ensures 
fast delivery in tough, 
attractive packages. 

In short, Capexil offers 
you a package deal. 
Through a multiplicity of 
services. 

So, contact Capexil 
right away. Fill in the 
coupon and mail it today. a» 


Nx. ACIL/CAP-14/^ 
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HOLIDAY RETREAT 


The senior director in charge of 
corporate finance at Hongkong 
merchant bank Wardley, Martin 
Sabine, resigned suddenly over the 
Christmas and New Year holiday. 
A senior Wardley executive 
declined to confirm or deny whether 
Sabine's exit was in any Way 
connected with past involvement 
with the Carrian and Eda groups of 
companies, both now in liquidation. 
Wardley was the merchant-bank 
adviser to both Carrian and Eda, as 
well as being a creditor. Both 
companies are the subject of 
continuing official investigations. 


NEIGHBOURLY VISIT 


— ` Thai Prime 
| Minister Prem 
Tinsulanond is 
scheduled to 
visit Malaysia in 
mid-February. 
The trip, which 
has not yet been 
announced 
officially, will be 
only the second 
visit to 
neighbouring Kuala Lumpur by 
Prem since he became prime 
minister nearly four years ago. 
According to diplomatic sources in 
Bangkok, Thai-Malaysian 
cooperation on the drive against the 
















EH THE WEEK 


AFGHANISTAN 

The Kabul regime has virtually lost control 
of Kandahar, the second-largest city, where 
rebels have set up their own administration 
including Islamic courts, Western diplomatic 
sources in Islamabad said (Jan. 4). Afghan re- 
bels killed more than 100 soldiers and shot 
down two MiG fighter aircraft in battles in 
and around Kandahar, Western diplomatic 
sources in Islamabad said (Jan. 10). 


BRUNEI 
-= The country was inducted as the sixth 
member of Asean (Jan. 7). 


CHINA 

Philippine President Ferdinand Marcos’ 
wife, Imelda, arrived for an official visit (Jan. 
7). Premier Zhao Ziyang arrived in Hawaii on 
the first part of his United States trip (Jan. 8). 
Zhao met US President Ronald Reagan in 
Washington. The Roman Catholic Bishop of 
Baoding, the Most Rev. Peter Joseph Fan, 
was imprisoned for a second time because of 
his contacts with the Vatican, the Religious 
Affairs Bureau confirmed (Jan. 10). 


INDIA 
West German Economics Minister Otto 





Communist Party of Malaya (CPM) 
in border areas will be one of the 
main topics Prem will discuss with 
his Malaysian counterpart, Datuk 
Seri Mahathir Mohamad. Privately, 
the Malaysians are thought to be still 
critical of Thai operations against 
CPM sanctuaries in southern 
Thailand, which they feel are not as 
effective as they could be. 






SSA troops in training. 
DEATH OF A REBEL 


Sao Hso Noom, commander of the 
Burmese insurgent Shan State Army 





(SSA) and president of its political 
wing, the Shan State Progress Party 


(SSPP) died on November 14, 1983, 
near the Burma Communist Party 


(BCP) headquarters at Panghsang, 
according to reports reaching 


Lambsdorff arrived on an official visit (Jan. 
4). Prime Minister Indira Gandhi's daughter- 
in-law, Maneka, vowed to challenge the rul- 
ing Congress party in its northern stronghold 
(Jan. 8). Chief Minister of Andhra Pradesh 
N. T. Rama Rao was wounded in an assassi- 
nation attempt (Jan. 10). 


INDONESIA 

The Vatican and the United States have ex- 
pressed concern about the killings of 3-4,000 
suspected criminals over the past 10 months, 
Foreign Minister Mochtar Kusumaatmadja 
said (Jan. 6). 


LAOS 

Former Lao prime minister Prince 
Souvanna Phouma died at the age of 82, it was 
reported (Jan. 10). 


PAKISTAN 

Executed former prime minister Zulfikar 
Ali Bhutto's daughter, Benazir, was released 
from house arrest and flew to Europe for 
medical treatment, martial-law authorities 
said (Jan. 10). 


SINGAPORE 
A court rejected attempts by the prosecu- 





Bangkok. It was he who steered the 
SSA/SSPP into an alliance with the 
BCP in June 1982. His death 
appeared to be from natural causes. 
No new president has yet been 
appointed, but his former deputy, 
Kaw Lin Da, has been named 
political commissar of the SSPP, and 
veteran rebel Hpang Hpa has 
become comrhander of the SSA. 


BAN AND BANISHMENT 


Critics of the Indonesian 
Government are concerned about à 
draft bill, allegedly under 
consideration, which would allow 
the government without normal 
legal procedure to ban "those who 
jeopardise the implementation of 
the state ideology, Pancasila, the 
constitution and national 
development" from certain areas of 
the country and to banish them to 
other areas. The objective of the 
bill, it is said, is to prevent threats 
from latent communist elements as 
well as other subversive groups. 


UPGRADING AMBASSADORS 
The arrival in Ulan Bator of China's 
new Ambassador to Mongolia Li 
Juqing is a further sign of efforts on 


both sides to improve relations. Like | 


his Mongolian opposite number in 
Peking, Puntsagiyn Shagdarsuren, 
Li is more senior than his 

predecessor. 


tion to bring alternative charges against lone 
opposition MP J. B. Jeyaretnam, on trial for 
fraud (Jan. 4). A court aquitted Jeyaretnam 
and the chairman of the Workers’ Party. 
Wong Hong Toy, on one of four charges 
against them (Jan. 5). The British aircraft car- 
rier Invincible arrived for repairs (Jan. 9). 


SOUTH KOREA 

Two dissident professors and a Protestant 
minister were detained on suspicion of pro- 
North Korean activities, police said (Jan. 7). 
Seventeen people from Taiwan were arrested 
on charges of trying to smuggle gold worth 
US$350,000 into South Korea, customs offi- 
cials said (Jan. 9). 


SRI LANKA 

A multi-party conference called by Presi- 
dent Junius Jayewardene to ease ethnic ten- 
sions began (Jan. 10). 


VIETNAM 

The Vietnamese Government said it 
favoured developing ambassadorial ties with 
the United States as an initial step in estab- 
lishing regular diplomatic relations, said an 
American congressman who recently visited 
Hanoi (Jan. 6). 



































































member of the Exe- 
cutive Council of 
we the Hongkong Gov- 


ernment has called 
N dicated publicly that 


British presence in the territory would 
not be absolutely necessary to ensure its 
stability after 1997, when China regains 













































while answering questions after a speech at 
the Foreign Correspondents’ Club in which 
she said she favoured elections to the: 
egislative Council. and perhaps even- 
‘tually to the Executive Council. 

^. While it has been standard practice for- 
Britain to install a home-rule government 
before they leave a colony, Hongkong has 
‘been an exception because China will as- 
sume sovereignty over the territory when 
the current lease expires rather than the 
_ territory gaining independence. — u 
2; Neither Britain nor China has shown 
any inclination to bring democracy to 
. Hongkong. and there has been little pub- 
lic interest in the past. But in trying to de- 
| termine just who will legislate local affairs 
as the British prepare to leave. there ap- 
. pears to be no effective alternative. Until 
now it has been widely assumed that 
Hongkong residents showed little interest: 
in. political affairs. because they were 
aware that China would never allow elec-- 
_ ions or self-rule. os | 


for elections may signal a major shift in. 
policy, in part because her close connec- 
tion to Hongkong authorities makes it un- 
ikely that she would have made such sug- 
gestions without discussing them with 
embers of the government. Dunn's 
peech came 4 


o 


only days before Xu Jiatun, 
director of the local branch of Xinhua. the 
Chinese newsagency in Hongkong — and | 
"ffectively China's official spokesman — 
ed Peking's commitment to retaining 
ngkong's capitalist system, and a large 
asure of its autonomy, for at least 50 | 
rs. The two events seem to indicate | 
at a new stage has been reached in the | 
no-British negotiations on the territ- 


| 


ry's future. ; 

Xu, speaking on January 10 at Hong- 
ong University, repeated — Peking's 
sledge to make Hongkong a special ad- 
linistrative region within China which 
vill be managed by local officials. 
fet, while it.was the first time this.ar- 
angement has been announced formally. 
y.a Chinese. Government. official, no 
tion was made of the method. 






M for elections and in- | 


overeignty. Lydia Dunn floated the idea - 
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system of voting is favoured. A review 
.no | under the aegis of Secretary for District 





would be used to select the officials who 
would run Hongkong. Xu made no refer- 


| ence at all to elections of any kind in 
| Hongkong. 


The talks between London and Peking. 
which have been conducted amid great 
secrecy over the past seven months, ap- 
pear to have entered a more amicable 
phase since Decemiber. After initial hostil- 
ity and verbal fusillades issued by Peking, 
both China and Britain now agree that 
“progress” is being made. The next round 
is scheduled to begin in Peking on January 
25, MD 


"Beactions to Dunn's comments have 
WX been largely favourable in Hongkong. 
Hongkong people have argued that unless 
Britain allows the territory to develop 
more substantial political institutions, Pe- 
king will have no'choice but to conduct 
Hongkong's affairs by itself. Initial reac- 
tion from China has appeared positive as 





posal may mean a new phase in Sino-British 


For the first time. a- 





well. While Xinhua has not yet taken a 
stance, both Wen Wei Po, and Ta Kung 
Pao, Hongkong's leading leftwing news- 
papers, which usually reflect Peking's 
views, endorsed Dunn's call for elections, 
presumably because it bolsters China's as- 
sertion that the Chinese are capable of ad- 
ministering Hongkong's affairs without 
British assistance. — — | 

Many of Hongkong's community lead- 
ers have now shown their support for elec- 
tions of some kind. Sir Sze-yuen Chung. 
leader of the Unofficial Members of the. 
Executive Council, said that at present he. 
could not "represent" but must only NM 
flect" the views of Hongkong people: bd 
cause the government is not representa- 
tive. "Inevitably, there must be constitu- 
tional re-arrangements here," said former 
head of Jardine Matheson David Newbig- 
ging. who has.had close contacts with 
China for some time and r ecently retired 
from the Executive Council. - 








There is a sizable number of potential — 
electoral candidates waiting in the wings 









in the evolution of 
an electoral process 
g for the policymak- 





E umm i machinery of 
BW Hongkong has come 
em mainly from out- 


spoken members of organised pressure 
groups, made up of a mixture of young so- 
cial workers, academics and other profes- 
sionals. Already some of the groups are 
pooling resources to draft a joint proposal 
to the government on electoral proce- 
dures — which.may mark the beginning of 
a local political tradition and Hongkong's 
search for political figureheads. 

The democratic process will most likely 
take shape from the district boards which 
now have a partially elected membership. 
Hongkong Government officials have 
hinted at the possibility of introducing 
more democratic elements in the district 
board composition and in expanding the 
district board portfolio to include execu- 
tive powers. Sources in the government 
said the collegiate rather than the direct 
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Administration David Akers-Jones is ex- 


pected to be concluded soon. . 

Local observers said this review may 
bring about substantial changes in the con- i 
stitution of the district boards, elections foc 
which have been scheduled for March 
1985. Changes in the district board system 
will have to be announced much earlier as 
the Hongkong public will have to be fully 
informed in time to register their votes this 
August. The Hongkong Government has. . 
given a commitment to encourage those _ 
entitled to vote to register and go to the 
polls, for it is in Britain's interest to be 
seen to advocate self-rule in the territory. 
as they prepare to hand over Hongkong to 
Peking. — « | eu 

As well as Peking's past objection to 
elections, local observers say that those 
civic leaders appointed as Unofficial 
Members of the Executive Council have . 
been another obstacle to free elections be- 
cause they feel that the Hongkong public. — 
is not prepared for free elections. They. 
also pointed out that the “unofficials” 
largely represented business interests 
which might/be out-voted by blue-collar 


workers if there were free elections. s. 
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“A greater element of elected represen- 
tation must come gradually, over time. 
We have already begun that process with 
the Urban Council and the district boards. 
This is just a logical evolutionary pro- 
cess," he added. 

But while the process may make sense, 
serious questions persist as to how quickly 
— and extensively — electoral politics can 
be implemented. Politics in Hongkong 
and. democratic participation have been 
of minimal proportions and will need 
careful nurturing. The institution of 
democracy, or the creation of legislative 
bodies elected by the general population 
(probably by an electoral college system in 
the early years), implies a degree of 
sovereignty that only two years ago would 
have been considered impossible. 

An analvst from pro-Peking circles said 
that though China has not yet made offi- 
cial comment on the possibility of elec- 
tions in Hongkong. it has hinted at sup- 
port. He referred to the publicised inter- 

Biew between Ji Pengfei, head of Peking's 

—"ongkong-Macau Office and Mun Chin 

. Kin-chok, dean of the business adminis- 
tration department at the Chinese Univer- 
sity of Hongkong. According to Mun, Ji 
said that Hongkong residents will have 
voting rights as well as the right to stand 
for elections. 


As currently constituted, the only elec- 
toral power the people of Hongkong have 
is in voting for district board and Urban 
Council members. These are relatively 
minor municipal bodies, responsible for 
administering local services. And even on 
the Urban Council, which has jurisdiction 
solely in city areas (not in the New Ter- 
ritories), Governor Sir Edward Youde ap- 
points a large minority of the members. 


Honors has been ruled completely by 
the governor, who is appointed by Lon- 
don. The Executive Council sits below 
him and is made up of key civil servants — 
"officials" — and a majority of "unoffi- 
cial" members from the public sector, who 
are appointed by the governor. The Legis- 
lative Council passes laws, but it too is 
wholly appointed by. the governor. The 
district boards are Hongkong's most re- 
cent attempt at grassroots government, 
and elections for positions on them were 
held for the first time last year, with all 
those over 21 years old, who have been re- 
sident for at least seven years, eligible to 
vote. 

Creating democracy out of this system 
will not be easy. The largest obstacles are 
the lack of any significant local political 
consciousness and, of course, China. 

"The Chinese leadership probably will 
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not be too excited about this plan because 
democracy means a level of opposition 
they cannot tolerate," said Lee Ming- 
kwan, a professor of sociology at Hong- 
kong Polytechnic and one of the terri- 
tory's more active political figures. "The 
British were very smart to float this idea 
because whatever support it gains adds 
credibility to the Hongkong Government. 
And Peking cannot afford to denounce 
anything the people of Hongkong appear 
to want." 

In his speech at Hongkong University, 
Xu stated that Hongkong citizens would 
enjoy a social and economic mandate that 
other Chinese citizens do not have. He 
said they will retain freedom of speech, of 
the press and of movement in and out of 
the territory. Hongkong will be allowed to 
maintain and develop economic relation- 
ships with foreign countries, and au- 
thorities in the territory would have the 
power to issue travel documents. 

But what this apparent autonomy — the 
word independence is one that the 
Chinese abhor — will mean for the terri- 
tory after 1997, is still unclear. What travel 
documents will Hongkong residents pos- 
ses and under what conditions will they be 
permitted to travel? Will the economic re- 
lationships Hongkong retains extend to 
trade with Taiwan — which accounts for a 
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Hongkong is looking for leaders who 
will mature in their responsibilities so they 
can exercise to the fullest extent the au- 
tonomy promised by Peking. Future local 
leadership may be found within elected 
members to the district boards, the Urban 
Council, high-profile members within the 
"unofficials" and outspoken individuals of 
pressure groups. 

But the elected bodies must be given 
more responsibilities if they are to attract 
more mature candidates (so the argument 
goes) and so attract to the polls a larger 
percentage of eligible voters than the pre- 
sent pathetically small numbers. 


FAR EASTERN ECONOMIC REVIEW e JANUARY 19, 1984 


SOUTH CHINA MORNING POST 






Tam; Cheong-leen; Lau: likely to succeed? 


Although nobody can yet identify thosc 
who will eventually emerge as the interim 
Hongkong leaders, some personalities are 
clearly likely candidates. They include: 
Maria Tam, a barrister who serves on both 
the legislative and executive councils and 
is an elected member of the Urban Coun- 
cil and one district board. 

Hilton Cheong-leen, chairman of the 
Urban Council and the Hongkong Civil 


Association which sponsored a number of | 


candidates in the last round of district 
board elections. 

Allen Lee, who recently led a group of 
young professionals to Peking to present 











their views on Hongkong's future to the 
Chinese Government. 

Denny Huang. an clected member of the 
Urban Council. He is a medical prac- 
titioner with particular interest in housing 
and employment and has a popular fol- 
lowing. 


| Christine Loh, a lawyer and leading 


member of the Hongkong Observers, the 
best-known pressure group for political 
reform in the territory. 

Lau Chin-sek, head of the Christian In- 
dustrial Committee. and one of the few 
strong advocates of labour reform in 
Hongkong. 
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might feel it less attractive to station offi- | granted greater powers to govern the toa quiet but productive 

cials in Hongkong to run the territory. But | municipality. start in Washington 
p without such a group — and none has vet By 1987 the Legislative Council could 
r; emerged — China will have no alternative | have its first elected members — though at . : 
S but to send in people to run what will in- | first they would be only a handful. Then. | By Richard Nations 
k stantly become their most sophisticated | slowly, a greater proportion of the coun- | Washington: The most exciting moment 
5 city. A certain level of autonomy has al- | cil's members would be elected until 1997, | of the official welcome for Chinese Pre- 
be ways been implicit in Chinese assertions | when the body would entirely cease to | mier Zhao Ziyang on the White House 
E that people in Hongkong will not be | have appointed representatives. lawn was a traditional fife-and-drum 
E forced back into the fold after 1997. Of course the nature of elections in a parade past the podium where the 
E territory where there can be no significant | Chinese leader stood with his host. United 
E ut the Peking authorities have seen | variations among parties — if parties | States President Ronald Reagan. 
E democratic ideas get outof hand before, | would even be permitted — could be There was none of the supercharged 
3 and if elections and wide participation in | strange. It remains to be seen, or even | emotional atmosphere that marked Deng 

government means the development of | imagined, what a candidate would use as a Xiaoping's American tour as vice-premier 
bs opposition parties in Hongkong, most | platform. What would distinguish one po- | in 1979, nor of the high international 
ý local observers believe a curtain would | litical aspirant from another, for instance, | drama surrounding former US president 
g surely fall to contain excessive freedom. except promises that could only be kept if | Richard Nixon's 1972 China odyssey. But 
I "The trick comes in moving fast enough | the central government allowed them? this more sober note was greeted with re- 
E, to find leaders to fill the vacuum created Even now, on the Hongkong side of the | lief by US officials. After three or. 
s by the departure of Britain while keeping | border, questions exist about how success- turvy years, they hope, the Sino-Amer 
i the process within bounds that China will | ful such elections would ever be. “I don't | can relationship is finally settling down to 
à allow," said Yeung Sum, a spokesman for | necessarily see the point of them,” said Li | a more stable. if less exciting, maturity. 
E the pressure group Meeting Point, which | Fook-wo, a member of the Executive In their opening statements both lead- 
fi argues that though Hongkong is part of | Council. *I think we have to take a long | erstook pains to minimise the contentious 
Ec China, certain freedoms must be retained | look before we move to any form of direct | and problematic aspects of their relations. 
m after the British leave. "If the Chinese | elections in Hongkong. We are very far | Zhao did not mention Taiwan explicitly, 
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will freedom of speech include the right to 
disagree with the decisions of the central 
government in Peking? 

The Chinese are likely to accept democ- 
racy in Hongkong only in small doses. 
Most observers agree that if political lead- 
ers capable of administering the affairs of 
the territory appear before 1997, Peking 


Government believes that some form of 
democracy will help stabilise Hongkong 
politically and economically, then I think 
it is in their best interests to give it a try.” 

But as the Chinese have shown with 
their stance towards Taiwan, indepen- 
dence is not an option which they will en- 
tertain. In recent meetings with Hong- 
kong civic leaders, Chinese Government 
officials have pointed to Taiwan re- 
peatedly. “Their message," said one 
Hongkong resident who recently visited 
Peking to discuss the 1997 issue, *was you 
can be free to a point. But don't push it." 

Whatever electoral future there is for 
Hongkong is not likely to be diverse, nor 


x 


on any large scale. One frequently men- 
tioned scenario would bring greater par- 
ticipation to the territory's population in 
waves, starting at the bottom of the legis- 
lative pyramid. This would mean that by 
about 1985 a significant percentage of the 
members of district boards would be 
elected. At that time the boards would be 


away from elective parties here now — 
after all, this is not a country." 

Although Li's pessimism would seem to 
be confirmed by the fact that Hongkong 
residents have rarely bothered to vote 
when they have had the chance — in 
Urban Council elections, for instance — 
the territory cannot really afford the long 
look he recommends. Creating a political 
constituency with any clout and expertise 
will take all the time Hongkong has left. 
And while the task is vital, it will not be 
easy. Politics born on a tightrope, under 
the constant scrutiny of two such different 
parents as Britain and China, will require 
extremely talented acrobats. Oo 


Nri. 
Dunn; Xu: a turning point in the talks? 








Low-key fife 
and drum 


The Reagan-Zhao talks get off 


but stressed only that each nation should 
adhere "strictly to the principles con- 
firmed by both sides in the joint com- 
muniques." This helps Reagan who, in an 
election year, is worried that lack of en- 
thusiasm among the pro-Taiwan conser- 
vatives might dissipate the wave of sup- 
port that carried him into the White 
House in 1980, 

For his part, Reagan played down any 
anti-Soviet rhetoric, avoiding code words 
like “strategic cooperation" and “al- 
liance," which are neither in tune with 
China's non-aligned image nor helpful in 
its normalisation talks with Moscow. In- 
stead he switched the focus. from the 
global to the bilateral and emphasised par 
ticularly the prospects for economic co- 
operation. 

“It is our belief,” a senior official told 
the press, "that it is the bilateral aspects of 
the relationship on which many of the 
benefits of international cooperation are 
based." Reagan's decision last month to 
crack down on textiles imports illustrates 
the underlying economic conflict of China 
expanding low-value manufactured ex- 
ports in the teeth of election-year protec- 
tionism restricting the American market. 

But the foundations for broader 
economic cooperation between the two 
countries were consolidated over the past 
year as China further opened its energy 
sector — petroleum, coal, hydropower 
and nuclear energy — to US capital, and 
Reagan opened the gate for the American 
high-technology exports necessary for 
China's modernisation. 

Zhao's real business in Washington is to 
broaden such cooperation. He was due to 
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visit. 


























Zhao and Reagan: settling down. 





sign an agreement on industrial and 


W@Mechnological cooperation and renew a 
__ve-year accord on scientific exchanges, 


but these symbolise good intentions rather 
than concrete undertakings. However, 
progress was also expected on the real 
nuts and bolts: a treaty on peaceful nu- 
clear cooperation required by US law for 
sales of American nuclear technology to 
China, and a tax and investment treaty. 

There were also hints that new ground 
may have been broken on North and 
South Korea. “Diplomatic messages are 
being passed,” a senior US official said in 
answer to a question, but he refused to say 
who raised the subject and whether talks 
went beyond the well-known position that 
both sides share an interest in stability on 
the Korean peninsula. “It is simply too 
sensitive for me to go into details,” the of- 
ficial added when pressed. But officials 
here were waiting to see if Zhao would 
raise the issue, since this is the first high- 
level visit since the Rangoon bombing in 
which North Korean terrorists killed visit- 
3g South Korean dignitaries. 

The rest of the visit will test Zhao's 
newly gained reputation as an urbane and 
smooth diplomat who can charm foreign 
audiences and has an easy approach to the 
media. He will face the difficult task of ad- 
dressing both the American and Chinese 
audiences simultaneously. This will also 
prove a test for Reagan, notorious for in- 
advertent slip-ups particularly on Taiwan. 

The Zhao visit also brought into the pic- 
ture something that has emerged as a new 
factor in the already complicated China 
equation. The Taiwanese Coalition for 
Self-Determination — a well-educated and 
organised group of native Taiwanese in 
the US which opposes the common claim 
of both Peking and Taipei that Taiwan ts 
part of China — mounted a demonstration 
near the White House in support of 
Taiwan independence, the first such 
demonstration in Washington. Mean- 
while, pro-Kuomintang Chinese Ameri- 
cans marched in opposition to the Zhao 
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Moscow? 


Sihanouk confirms reports 
that he is prepared to talk 
to the Soviets on Cambodia 


By Nayan Chanda 


p Norodom Sihanouk, president 
of the Coalition Government of 
Democratic Kampuchea (CGDK), has 
said that he is not averse to the idea of 
talking to the Soviets in order to resolve 
the Cambodia problem. This follows re- 
ports from Peking that Sihanouk told 
Asean ambassadors during his recent visit 
to the Chinese capital that he was consid- 
ering such a meeting. 

According to the same sources, Asean 
diplomats asked him how his coalition 
partners — the Khmer Rouge and the Son 
Sann-led Khmer People’s National Liber- 
ation Front — viewed the idea. Sihanouk 
reportedly said that if he did talk to the 
Soviets, either in Peking, Pyongyang or 
Paris, it would be in his personal capacity. 

Now, in a cable from Pyongyang, where 
Sihanouk is currently a guest of his old 
friend North Korean President Kim Il 
Sung, he has told the REVIEW: "T have no 
wish to meet the Soviets, but being a man 
of dialogue I do not abhor the idea of 
eventually receiving in audience the 


people on the other side of the barrier if | 


one day they wish to see me. 
“Afterwards I will inform the CGDK, 
Asean countries, China and others about 
the contents of our conversations." 
The phrasing of Sihanouk's brief re- 
sponse to a REVIEW query provides fresh 
evidence of the prince's long-standing de- 
















Sihanouk in Peking: a new shift. 


sire to bring about the withdrawal of Viet- 
namese troops from Cambodia by quiet 
diplomacy. He has repeatedly said in the 
past that a political solution, not armed 
struggle, could save his nation from 
foreign occupation and eventual extinc- 
tion. He is also known to be uneasy about 
his forced cooperation with the Khmer 
Rouge, who have in recent months killed 
some of his supporters along the That- 
Cambodian border. 

Sihanouk's reply to the REVIEW could 
also be seen as à feeler extended to Mos- 
cow to engage in discreet talks. Diploma- 
tic sources in Peking told the REVIEW that 
the Soviets are interested in such contacts. 
Whether Hanoi would approve of such 
meetings without its participation is not 
known. 
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Who didn't dunnit? 





The Aquino inquiry casts doubts on the official version of the 
former senator's assassination but produces no killer 


By Guy Sacerdoti 

Manila: Four-and-a-half months after the 
shocking airport assassination of opposi- 
tion leader and former senator Benigno 
Aquino, the case seems to be turning into 
a “who didn’t dunnit" — with doubts cast 
on the government version, but no light 
being shed on any alternative theory. In 
fact those who have followed the hearings 
of the board of inquiry under retired judge 
Corazon Agrava are gradually coming to 
the conclusion that it will never pinpoint 
who fired the single bullet that killed 
Aquino. 

Those familiar with the Warren Com- 
mission into the assassination of Unit- 
ed States president John F. Kennedy 
see some nightmare parallels. True, the 
Warren report came to a firm conclusion 
that Lee Harvey Oswald alone killed the 
president and there was no conspiracy. 
But the similarities are in the missing wit- 
nesses, missing information and missing 


material evidence. 






In eight weeks of often droll testimony, 
the board has heard some 40 witnesses — 
mostly from the military — support the 
government's story that a single gunman, 
Rolando Galman, burst from underneath 
the stairs leading down to the tarmac from 
the disembarkation tube to fire point 
blank into Aquino's head, slightly below 
his left ear, as the politician returned to 
Manila from three years of voluntary exile 
in the US. Pushed off by one of Aquino's 
escorts, Galman was then shot by one 
of the Aviation Security Command 
(Avsecom) men inside a van a few feet 
away, according to this version. 

But the last week of December saw the 
emergence of a Philippine Airlines 
maintenance man, left off the list of those 
interrogated by the military immediately 
after the assassination, who claimed Gal- 
man could not have fired the fatal bullet. 
Worried about his and his family's safety 
following visits to his home by intelligence 


agents, the witness, Ramon Balang, told 
the board in the privacy of his lawyer's of- 
fice that while he did not see who shot 
Aquino, he did notice Galman still talking 
amiably with Avsecom soldiers near the 
rear of the van just after the initial shot 
was fired. Being outside the van and in 
front of Aquino, Galman could not have 
murdered the ex-senator, Balang said. In 
early January, Balang reiterated his tes- 
timony during a public board hearing. 
But while the Agrava board heralded 
Balang's statements as *a giant step" in 
garnering facts surrounding the assassina- 
tion, a more interesting statement came 
from Ruben Regalado, another ground 
technician who spoke before US NBC TV 
cameras in Tokyo a few days before 
Balang made his statement. When the 
REVIEW contacted Regalado's family in 
October — after he returned from a tech- 
nical examination in the US — it became 
clear he had witnessed something other 
than the military's version, but was scared 
to come forward with what he had seen. 


Ll hiding in Japan, Regalado told NBC 
that while not witnessing the shot that 
killed Aquino, he also saw Galman standing 
at the rear of the van, arms outstretched 
and being held by some Avsecom men by 
the wrists — a gun in his hand. One of 
Aquino's escorts, Arnulfo Demesa, who 
himself claims he was unarmed, squatted 
down after Aquino was shot and fired at 
Galman, according to Regalado. Galman 
fell to one side of the rear of the van and 
the soldiers scattered, he said. Given the 
positions of the bodies in photographs 
taken shortly after the shooting and Re- 
galado's position on the tarmac at the 
time, his story carries more credibility 
than the often contradiction-laden tes- 
timonies of government and Avsecom wit- 
nesses. 

One of the problems the board faces is 





actual shooting (though he admits having 
spoken to only two), but that they will noi 
come forward as long as President Fer- 
dinand Marcos remains in power. Some 14 
witnesses the board wants to see are either 
in Japan or Taiwan. 

Another serious problem in solving the 
murder is the function of the board itself. 
It is a fact-finding board and little else. 
While it may reach conclusions as to the 
veracity of certain evidence (general 
counsel Andres Narvasa told foreign cor- 
respondents the board is not so *naive" to 
take and accept evidence at face value), it 
does not take an adversary role in cross- 
examination and will not make a judg- 
ment about the facts it finds. 

Many legal experts thus believe that the 
outcome of the board's investigation is 
likely to be that there is reasonable doubt 
that Galman killed Aquino, in the absence 
of any hard evidence other than from Av- 
secom witnesses claiming they saw Gal- 
man shoot Aquino. Almost incredibly, 
the alleged murder weapon was nev. ~ 
even tested for fingerprints before beii | 
widely handled by numerous soldiers and 
Avsecom commander Gen. Luther Cus- 
todio. And unless “smoking-gun” photo- 
graphs are unearthed, it is just as likely 
that doubt will always exist as to who fired 
the fatal shot into Aquino's head. 

Negligence in protecting Aquino may 
thus be the strongest conclusion the board 
could reasonably reach. And while the 
credibility of the board is far greater than 
that of the original and now defunct inves- 
tigation commission (then headed by Sup- 
reme Court Justice: Enrique Fernando), 
such a fuzzy finding would do little to 
boost confidence in the Marcos regime. 

Whether true or not, most Filipinos 
have already accepted the view that 
Aquino was executed by people as- 
sociated with the regime. And the govern- 
ment's ability to restore its lost integrity 
will depend in part on a convincing in- 
quiry. With scores of witnesses yet to tes- 
tify, any conclusion is unlikely until afte 
the May parliamentary elections, despit 
Agrava’s desire to finish the hearings be- 
fore then. The investigation is likely to 
continue well on into the second half of 
the year. Oo 


The mystery man 
with the gun 


One example of the loose ends which have 
emerged with the inquiry into the killing 
of Benigno Aquino was the release of 
this picture showing an unidentified 
gunman (top right) leaving the scene. He 
was later identified as Aviation Security 
Command master sergeant Leonardo 
Mojica, a security officer, said to be 
doing “covert intelligence” on the 
tarmac. He is now being scheduled to 
testify at the inquiry. 
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How Exxon Chemical protects you 
from the hard knocks of life 


By helping you ride on air — air as well as innertubes. performance of lubricants. 
trapped securely inside the tough Like butyl, other Exxon Chemical e Resins for adhesive producers. 
rubber innertubes and tyres of the products and technology can be e Performance Chemicals to improve 
motor vehicle you use. seen at work in many ways through- oil production and refining. 
Innertubes, or innertiners in the out the Asia Pacific region. e Olefins and aromatics, the basic 
case of tubeless tyres, made from e Polyethylene for plastics building blocks of the chemical 
butyl rubber provide an enduring fabricators. industry. 
cushion of air. e Plasticizers for improved qualities 
Since its invention by Exxon in flexible PVC products. 
scientists in the 30's, butyl has eSolvents for the paint and textile 
become one of the world's prime industries. EXON PUN EN 
synthetic rubbers. It is increasingly e Fertilizers to boost farm production. ——Á 
being used in the innerliners of tyres e» Additives to improve the REMICALS 
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The Malaysian prime minister's visit to Washington will 
be a courtesy call, but economic issues will dominate 


By James Clad 


Kuala Lumpur: Malaysian Prime Minis- 
ter Datuk Seri Mahathir Mohamad will 
concentrate on economic issues when he 
meets United States President Ronald 
Reagan for the first time on January 17. 
The visits primary purpose will be to 
take stock of the US-Malaysia relation- 
ship rather than Washington's ties with 
Asean. 

There is, however, no shortage of items 
on the bilateral agenda. Malaysian offi- 
cials believe that Washington now seems 
better aware of Malaysia's economic and 
security perspectives than it was when 
Reagan took office. Although there is still 
a tendency to confuse Malaysian interests 
D those of Asean as a whole, the re- 

onship has “broadened perceptibly in 
the past few years, notwithstanding com- 
modity problems that have complicated 
and interfered with it," one senior source 
here said. 

The relationship is moving beyond what 
some Malaysian officials describe as “an 
excessive preoccupation" with tin, espe- 
cially sales of the metal from the US Gen- 
eral Services Administration's 150,000- 
tonne stockpile. In the past two years 
Mahathir has described such sales as “an 
act that is not becoming of a nation many, 
many times richer than Malaysia." Even 
the threat of US sales, whatever the actual 
volume unloaded, weakens the Interna- 
tional Tin Council's price-support mea- 
sures, which include severe production 
cutbacks in Malaysia, the world's largest 
tin producer. 

"While Washington's somewhat tardy 
talks last year with Malaysia, Indonesia 
and Thailand succeeded in providing a 

nvincing gesture of US goodwill on the 

«issue, adversarial opinions still charac- 
terise bilateral economic relations. De- 
spite the informal consultative machinery 
set up last year in Washington to review 
US tin sales periodically — a step giving 
Asean countries a framework in which 
other trade or commodity issues can be 
discussed directly with the administration 
— the Malaysians say they are tired of 
having “to shout as loud as we can” to get 
attention. 

Also on Mahathir's agenda are new US 
textiles market-disruption guidelines. Al- 
though Malaysian textiles exports to the 
US remain modest, Kuala Lumpur is 
seeking assurances that these will not be 
disadvantaged by Washington's recent 
measures (REVIEW, Jan. 5). 

Mahathir also hopes for positive results 
from US-Malaysian shipping talks sche- 
duled to begin in March or April. Cur- 
rently negotiating bilateral shipping ac- 
cords with China and some Western coun- 
tries, Malaysia wants cargo-sharing or re- 
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ciprocal parity of treatment understand- 
ings with its trading partners. The former 
condition will enable Malaysian carriers 
— chiefly the largest firm, Malaysian In- 
ternational Shipping Corp. — to backload 
more cargo. 

Mahathir may also seek more active en- 
couragement by Washington of private 
US investment here. At present US in- 
vestment in Malaysia is US$2.8 billion; of 
that, US$1.5 billion has gone into the 
petroleum sector. Large petroleum 
investors such as Exxon have well-estab- 
lished ties with Malaysia's national petro- 
leum corporation, Petronas, and rarely 
rely on US Government advocacy. The 


Exxon rig: more encouragement. 


same cannot be said of the next largest 
category of US investment in Malaysia 
— electronics — however. 


T? date 21 US firms have invested ap- 
proximately US$400 million in electro- 
nic-components export businesses. Elec- 
tronics manufacturing was Malaysia’s 
largest manufacturing sector in 1983. 
These firms face a phase-out of their 
pioneer investment status in 1984 — tax 
holidays and other incentives will disap- 
pear or be reduced. Washington supports 
their request for some form of extension 
of the same or similar investment status, 
and reliable sources suggest that 
Washington's response to a request for 
further investment depends to some ex- 
tent on a satisfactory resolution of the 
pioneer-status issue. 
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Mahathir will also raise some multilat- 
eral economic issues. He will urge, for in- 
stance, renewed US support for multilat- 
eral financial institutions, and in particu- 
lar a larger US contribution to the World 
Bank’s soft-loan window, the Interna- 
tional Development Agency. 

The Malaysian leader arrives in New 
York on January 15 to address business 
groups. In Washington, he will speak to 
the US Chamber of Commerce. On 
January 17, he will meet Reagan; separate 
meetings are scheduled with various 
cabinet secretaries — from the Treasury, 
Agriculture, Commerce and the State and 
Defence departments. While Mahathir 
wants to emphasise economic issues in his 
meeting with the president, sources indi- 
cate Reagan primarily wants to hear 
Malaysia's assessment of the Cambodia 
question. 

Mahathir is not going to Washington 
with any arms requests — a result in part 
of severe cuts this year to Malaysian mili- 
tary procurement expenditure. Neither 
will he raise several political issues on 
which the two countries have considerably 
different views — the proposed revisions 
to the Antarctic Treaty and Palestine. 

Prior to the US visit, Mahathir will 
spend three days in Canada, reciprocating 
visits by Prime Minister Pierre Trudeau 
and Ontario Premier Bill Davis. Talks in 
Ottawa will also hinge on economic issues: 
Canada currently has bids for major trans- 
portation projects in West Malaysia and 
for forestry-development schemes in 
Sarawak. On the other hand, Malaysian 
institutional funds hold majority stakes in 
at least three Canadian corporations. The 
most recent Malaysian takeover approved 
by Canada's Foreign Investment Review 
Agency was Kumpulan Inchcape's pur- 
chase last year of the Vancouver com- 
pany Pacific Truck and Transport. 

After departing the US the Malaysian 
leader will make working visits to France 
and Switzerland, where the emphasis will 
again be on trade and commercial mat- 
ters. The French are currently bidding for 
large forestry contracts in Kelantan, and 
both the French prime minister and the 
country’s economics minister visited 
Malaysia in 1983 offering long-term credit 
facilities. 

When Mahathir meets President Fran- 
cgis Mitterrand, he will attempt to reassure 
him that Malaysia does not have a policy 
of favouring Japanese or South Korean 
contractors — despite the latter winning 
many recent road and other contracts. 
The two men will also discuss France's ap- 
proach to Cambodia, which differs in im- 
portant respects from the Asean ap- 
proach. 

In each country visited, Mahathir will 
make contact with growing communities 
of Malaysian university students: more 
than 18,000 are now in the US, more than 
8,200 in Canada and lesser numbers in 
France and Switzerland. The French have 
recently offered a dramatic increase in stu- 
dent numbers to be accepted in their coun- 
try — an objective to be achieved through 


accelerated French-language courses 
here. o 
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Prime Minister Chand, after only six months in 
office finds himself beset with criticism 


By Kedar Man Singh 
Kathmandu: After six months in office, 
Nepalese Prime Minister Lokendra 


Bahadur Chand is facing the same sort of 
pressure which he applied to oust the pre- 
vious leader, Surya Bahadur Thapa. 

And the criticism being mounted 
against Chand is along exactly the same 
lines — that the government is failing to 
improve the lot of the poor or curb corrup- 
tion among officials. On broader lines, he 
is being pressed to restore political life and 
to agree that Nepal's unique non-party 
panchayat (council) system should be 
scrapped. 

The no-party council, answerable only 
to King Birendra, has been in operation 
for the past 23 years, and when it voted out 
Thapa, whom it had elected for a five-year 
term, it was the first time the 140 mem- 
bers had exercised this right. It was Chand 
himself who tabled the motion of no confi- 
dence in July 1983 accusing Thapa of fail- 
ing to preserve the panchayat principles, 
to end corruption and to impose economic 
discipline. 

Now it is the pro-Soviet leftist camp — 
operating openly, though parties are offi- 
cially banned — which is leading the as- 
sault on Chand for failure to control cor- 
ruption and provide help for the lowest 
paid. Leftist student groups are also 
openly calling for an end to the panchayat 
system and the introduction of political 
rights, freedom of speech and an indepen- 
dent judiciary. 

Among the outlawed political parties, 
the first to come forward to censure the 
Chand government and the panchayat 
polity is the late former premier B. P. 


Preserving 
the forests 


A centre is set up to 
stem destruction of 
mountain resources 


Kathmandu: An International Centre 
for Integrated Mountain Development 
(ICIMOD) was recently set up here to 
tackle the increasingly serious environ- 
mental problems growing out of man's un- 
restricted encroachment on the mountain 
resources of the Hindu Kush. The centre, 
established in December 1983 under an 
agreement between the Nepalese Govern- 
ment and Unesco and with the financial 
backing of Switzerland and West Ger- 
many, will develop programmes for the 


Koirala's faction of the Nepali Congress, 
which is determined to observe a *recon- 
ciliation day," defying a government 
order and risking the consequences. The 
Congress plans celebrations to mark the 
day when B. P., as he was usually called, 
returned to Kathmandu in 1976 after 
spending eight years in self-imposed exile 
in India. 


n order to propagate Koirala’s reconcilia- 


tion proposals, which the Nepali Con-_ 


gress considers in the larger interest of the 
"crown, country and the people," the 
three senior Nepali democrat leaders — 
Ganesh Man Singh, Krishna Prasad Bhat- 
tarai and G. P. Koirala, the general secret- 
ary and youngest brother of B.P., toured 
for six weeks different parts of the coun- 
try. The local administration did not allow 
any of these outlawed Congress leaders to 
hold public meetings, though they were 
permitted to meet cadres in closed ses- 
sions. G. P. Koirala, in the course of his 
tour, announced that even if a mid-term 
election was held (a general election is due 
for May 1985) there was no question of the 
Nepali Congress contesting it, so long as 
the present -constitution was not 
thoroughly amended guaranteeing a free 


vote. Meanwhile, Singh claimed that the. 


panchayat system had utterly failed and 
could never deliver the goods for the 
country and the people. 

The splinter groups of the outlawed left- 
ist parties which have recently merged 
into the pro-Soviet Nepal communist 
camp under the leadership of Man Mohan 
Adhikari, have also decided to launch a 


preservation and proportional utilisation 
of the natural resources of all the region's 
countries. The region includes all or parts 
of Afghanistan, Bangladesh, Bhutan, 
Burma, China, India, Nepal and Pakis- 
tan. 

During an opening ceremony, Nepalese 
Prime Minister Lokendra Bahadur Chand 
noted that the “reckless” destruction of 
the region's forests and the overgrazing of 
mountain slopes have resulted in serious 
ecological damage, including soil erosion, 
loss of the fertile top soil necessary to sus- 
tain crop growth and finally the silting of 
rivers and flooding downstream. Forest 
cover in the region, he said, had been re- 
duced by 40-50% as the region's popula- 
tion has increased rapidly to about 30 mil- 
lion people. 

The ICIMOD will face serious chal- 
lenges to its effectiveness. The political 
differences which divide the region's 
countries are formidable, a fact which is 
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CUTE PUEDEN RECTE 
political movement demanding the resto: 
ration of political rights, controlling ad- 
ministrative corruption and improving the 
pace of the country's economic develop 
ment. Adhikari has appealed to the demo: 
cratic factions to join hands to launch ¢ 
combined movement for the restoratior 
of democratic rights. 

[n a show of strength and unity, the pro 
leftist All-Nepal Free Nationalist Stu- 
dents’ Union observed a one-day toker 
strike in December protesting against the 
Chand government’s indifference to the 
suffering of the people, caused by the 
ever-rising cost of living and shortage o 
essential goods — such as edible oil — a: 
well as corruption and “political anarchy.’ 
The pro-leftist All-Nepal High Schoo 
Teachers’ Union also has backed the stu 
dents’ move, expressing their resentmen 
of the Chand government's move to ous 
leftist-oriented teachers from the schoo 
service. The token strike was.a complete 
success. Campuses in the Kathmandu Val 
ley were deserted and though helmetec 
riot police took up positions, there were 
no clashes, though 15 students, includinj 
some girls who had organised it, were 2^ 
rested. 

While the pro-Soviet leftist force is be 
coming very active through the outlawec 
Nepal Communist Party, pro-Indiar 


democratic activist Surya Prasad Up 
adhayay has formed a political organisa 
tion of those who are working under the 
panchayat system but who have faith ir 
democracy. Before leaving Nepal for Lon 


















Chand: indifference. 


likely to make it difficult to enlist the co 
operation necessary to push througl 
ICIMOD's programmes. Thus it is im 
perative that ICIMOD develop a networl 
of cooperative relationships on the techni 
cal, professional and operational level: 
among the nations of the region — a tasl 
which could involve it at least indirectly ii 
areas of political sensitivity. However, be 
cause all of the countries concerned, what 
ever their political differences, have i 
common interest in the sound develop 
ment of the region and preservation of it: 
resources, the task may be made.easier. 
— KEDAR MAN SINGE 
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don for medical treatment, Upadhayay, 
who was the home minister in B. P.'s first 
elected government in 1959-60, spoke out 
for a revival of democracy and political 
rights at a programme of talks organised 
by the Nepal-India Friendship and Cul- 
ture Association to commemorate the 
94th anniversary of the birth of the late 
Jawaharlal Nehru, India's first prime 
minister. 

Meanwhile six senior political figures, 
including Bhattarai, acting president of 
the Nepali Congress, have publicly voiced 
through a joint press statement their de- 
mand for freedom of political associations 
and formation of trade unions. 


n their statement, issued on Human 
Rights Day, the veteran politicians made 
the allegation that the Nepalese people 
were being deprived even of the right to 
fundamental freedoms, including the right 
to freedom of political association. They 
pointed out the people were compelled to 
belong to one of the so-called class organi- 
sations (there are six class organisations 
under the headings women, youth, adults, 
-servicemen, labourers and peasants) 
»unded, controlled and financed by the 
government, before they can run for elec- 
tive office. 

Amid the political opposition from the 
outlawed parties, former prime minister 
Thapa, with the support of 33 members of 
the National Panchayat, is preparing to 
organise anti-Chand public meetings and 
protest marches within and outside the 
Kathmandu Valley starting from Janak- 
pur township, 190 miles southeast of 
Kathmandu, attacking the government 
for its failure to fulfil the pledges it made 
to the public. 

In view of strong political opposition 
from within the Panchayat group as well as 
from outlawed political parties, Chand is 
believed to be planning a major cabinet 
reshuffle by adding at least half a dozen 
more ministers and a few from within the 
Thapa group of the National Panchayat 
members, hoping to weaken Thapa’s posi- 
tion. 

Chand already made an important re- 

uffle of the secretary and joint secretary 
level civil servants and senior heads of dif- 
ferent corporations in October 1983. 
While the prime minister looks to better 
administration to help implement his re- 
cently announced two-year economic 
programmes to meet the targets of the cur- 
rent sixth five-year plan, he has found a 
powerful ally in nature — favourable wea- 
ther meaning a harvest estimated at 1575 
above the previous year. He has also re- 
ceived strong support from Nepal's aid 
partners, resulting in the pledging of 
US$542.2 million in economic assistance 
to Nepal for the next two fiscal years at the 
Paris meeting of the Nepal Aid Consor- 
tium in early December 1983. Apart from 
this, the Asian Development Bank has 
also granted US$96.1 million assistance 
for undertaking six development projects 
in different parts of the kingdom. 

Given this level of aid, plus royal sup- 
port, Chand is expected to be able to fight 
off any immediate political challenge. {J 
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Jack Daniel Distillery. Named a National Historic Place by the United States Government 


AT THE JACK DANIEL DISTILLERY, you 


can taste for yourself why our whiskey is the 
smoothest in the world. 

As soon as you sip the water we 
use, you can tell it’s 
something special. 
Thats because it flows, E 
pure and iron-free, — jj 
from a limestone 
spring located deep 
under the ground. 
eene ck Daniel 
Distillery, we've used this iron-free 
water since our founder settled here 
in 1866. Once you try our whiskey, 
we believe, you'll know why we 
always will. 
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If you'd like a booklet about Jack Daniel's Whiskey, write us a letter here in Lynchburg, Tennessee 37352, U.S.A 
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"ó ne does not have. to agree vilia every- 
B. f thing K. Subrahmanyam says in de- 
fence of India's nuclear programme (The 
-Sth Column, Dec. 22, '83) to appreciate 
his main. argument. He rightly points out 
that the world's major powers, particu- 
larly the United States, have no right to 
decide that while they continue to build up 
their nuclear arsenals, the developing 
world should be prevented from pursuing 
dts own nuclear. technology. Nuclear 
weapons are a threat to humanity whoever 
possesses them. They are not, as it 
has been said, only dangerous ' ‘for Afri- 
.cans and children under 16." Instead of 
.exaggerating the threat of the Third 
World countries' nuclear potential, the in- 
dustrial powers should concentrate on 
‘stopping the arms race completely. They 
Should work towards banishing nuclear 
„weapons altogether instead of establishing 
-an exclusive nuclear club with member- | 
ship limited to the big powers. 

The rest of Subrahmanyam’ s article, 
however, makes points which are neither 
reasonable nor relevant to the main argu- | 
ment. While he criticises Western leaders’ 
hypocritical attitude towards Third World | 
nuclear programmes, he himself joins | 



















































. called “Islamic bomb." It seems that the 
¿director of the Indian Institute for De- 
fence Studies and Analyses considers him- 
self responsible only for explaining and 
justifying India's acquisition of nuclear 
‘weapons. It is not important to him if in 
'the process of doing so he quotes propa- 
anda which has originated from the very 





he Third World's progress and holding it 
ransom. - 

Subrahmanyam cites Steve Weisen 

d Herbert Krosney to state that Pakis- 


yn January 24, 1972, and says that this was 
line months ahead of India's decision to 

plode a nuclear device. It is unclear how 
he authors of the book The Islamic Bomb 


ormer prime minister Zulfikar Ali 
utto's decision without having access to 
kistani Government documents or 
seting any of the people alleged to be in- 
olved in the resolution. In any case, 
hutto had hardly been in power for a 


n taken; Pakistan had just lost its east- 
wing, which became Bangladesh, and 
€ were pressures on the government 
secure the release of more than 90,000 
isoners: of war (PoWs) held by India. If 
eissman and Krosney’s- (as well as Sub- 
hmanyam's) account is correct and 
a launched its nuclear programme 
Pakistan's, we are being asked to be- 

* too many implausible things. These 
| ible to prevent Pakis- 
gon a PCENA arma: 








them in perpetuating the myth of the so- | 


ources he criticises for trying to block - 


n decided to develop nuclear weapons. 


now the precise date of the executed 


honth when the decision is alleged to have 
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Islamic than an’ ? 


expression of th: 


ments policy even when it wasina position 
of strength, having defeated the Pakistani 
Army with Soviet support and holding 
half its troops as PoWs; that Bhutto was 
able to decide and execute policies about 
nuclear weapons at a time when his gov- 
ernment had other more urgent problems 
to attend, and that India developed its nu- 
clear device in less than 18 months, since 
the device was exploded in mid- 1974! 

As a person who believes not only in the 
abolition of nuclear weapons but also in 
the replacement of atomic power with al- 
ternative sources of energy, I am defi- 
nitely not an apologist for any govern- 
ments nuclear programme. I believe, 
however, that the Islamic bomb is the pro- 
duct of a particular group's propaganda 
machinery, It is a story hinged on sketchy 
knowledge, built up as justification for 
present and potential American and Is- 
| raeli Middle East policies, with little con- 
crete evidence. The very term Islamic 
bomb is propagandist. It plays on the fear 
of the Islamic revival which has developed 
in the Western world in the wake of the 
| Iranian revolution. 





bomb, even if possessed by one or 
more Muslim countries, can be no more 
raeli bomb would be 
Jewish or the one used in Hiroshima was a 
Christian bomb. If Islam is referred to in 





political rather than. religious terms, why 


should it be the only such prefix ever used 
with bombs? One never hears the Ameri- 
can bombs being called democratic or 
even E bombs. And IE toa 





cause everyone: recognises he if China 
and the Soviet: Unión were to have a nu- 
clear confrontation, communism would 
take a back seat.” 

The invention 





both the idea and the 
mic bomb coincides 


with the articulation of the preposterous 








| theory that Muslims. ,Jed by the Arabs, have 
made à grand ‘ 'conspiracy" 


to take over 
rs are being used, so 
ontrol of the world's 
yspapers and univer- 







the world. Petrod 
we are told, to gài 
finance, banking, 


p 


.sities as well as.to. impose Pax Islamica. 
| While Arabs, led by Libya and Saudi 


Arabia are at the forefront of this conspi- 
racy with their monev, Pakistan — the 
non-Arab Muslim country closest to the 
Arabs — plays an important role in its im- 


plementation with manpower and techni- : 





Pakistan has both the resources. 
and the know-how fo make 
Hiroshima-type bombs. But 

knowing how to make the bomb is 
different from actually making it.* 


papers and boo 
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cal academic backing. A nuclear bomb al 
legedly in the hands of the "Arab-Muslir 
conspirators” provides additional reaso: 
to awaken the world against this allege 
conspiracy. Hence the Islamic bomb an 
the attendant publicity. 

While most sensible people find it dv 
ficult to accept the theory in its entirety 
they often fall prey to parts of it. The I: 
lamic bomb is a major success of the prc 
ponents of the Islamic conspiracy theor 
because it has been made to look so reali: 
tic. Few people examine the sources of sc 
called evidence on Libyan, Saudi an 
other Arab financing for the manufactur 
of a nuclear weapon by Pakistan. If the 
did, they would find that more often tha: 
not, revelations on the Islamic bomb cai 
be traced to a handful of American and Is 
raeli politicians, writers, researchers ar 
journalists. The journalists quote t 
politicians, who in turn refer to the jour 
nalists’ stories. The same politicians an: 
reporters are quoted as references. b 
friendly researchers and writers, whos 









further fuel fo | 
porters. . . Seve l slamic-be mb “new 
stories. originate. in small-town new: 
papers, are picked up by wire services an: 
then reproduced in major news publica 
tions. A small band of ideologically moti 
vated people becomes both source an 
publicist, and there are few independer 
sources on the subject. It is ironical tha 
the US State Department and the Centr: 
Intelligence Agency, with all the re 
sources at their disposal, have never con 
firmed the explosion of a nuclear devic 
by any of the Islamic states (includin 
Pakistan), but reporters. of minor news 
papers in Oregon or Arkansas know al 
about it. Similar, more well-informed in 
dividuals include. prominent pro-Israe’ 
congressmen or State Department advi: 
ers such as Edward Luttwak, who. 
the historian of the Israeli Army. and wh 
holds dual US and Israeli 1 nationa lit 






knowing how to make the e rabis differ 
ent from actually making it. There is, afte 
all, the famous story of the American uni 
versity student who wrote a university dis 
sertation on a do- -it-yourself bomb an 
whose paper ended up as a classified docu 
ment at the Pentagon. More importan 
than Pakistan's ability is the question o 
whether Islamic cooperation in manufac 


| turing the bomb is plausible and whethe 
Pakistani leaders consider it in the na 
| tional interest to produce and possess: thi 





bomb.. 
One has to be totally iéndraht: of poli 
cal realities to believe that radical, pr 



















Pakistan and that Libya's arch -enemy 


Saudi Arabia would be part of the same- 


enterprise. How are the Libyans and 


Saudis to know that the bomb will not be 
Used bes bus al th -oth Far that the 
















srisation ( TPLO) 
e hn Israel, 


ahan Ne. Aralal 
ed in all sorts of adventures, 
ig Iran to fighting in Chad, and 


„enough to make the bomb, one must give 


-Anterpack takes place in. 
1984 in Düsseldorf for the 

tenth time. An informative 

medium: has its jubilee at 

the same time: ine inter- 
pack catalogue. A best-seller 
long before the fair - 

opens. With it, you can 

- carefully plan your visit best 
according to the complete: 
lists of exhibitors and exhi- 
bits. And when the world's 
- biggest fair for packaging 
machinery, packaging — 
materials and confectionery 
ichinery is over, you still 
ave the interpack catalo- 
gue available as a handy 
ence book of the 
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~ considers the Pakistanis smart — 


kcep at arm's length from any of Libyan 
leader Moammar Gaddafis grand 
schemes. | 


-ibyan or Saudi financing of Pakistan's 
E programme would have involved 
major transfer of funds through interna- 
tional banking. institutions. Enterprising 
researchers have succeeded, on several 


| occasions, in tracing illicit arms deals (re- 


cent private sales of American weapons to 
Iran, for example) and violation of sanc- 
tions (as in the case of European firms 
dealing with South Africa) to bank ac- 
counts in one or another country. There 
is, however, no documentation of flow of 
money from either Libya « or Saudi Arabia 
to Pakistan, apart from ordinary assist- 
ance and aid, on the scale required to fund 


the nuclear bomb. Even if the question of | lamie bomb appears 
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it Pakistan hàs the capacity tc 
ersally accepted, but the basic 
ion must be answered: is there suffi- 

ason to believe that it has used its 





ted that it has not and does not intend 
hanufacture nuclear bombs. For the 
mb to be a deterrent, it is essential that 
> enemy should know about it. Pakis- 
an s repeated denials of possession of nu- 
ar arms coupled with others’ assertion 
hat it has them, suggests that Pakistan's 
alleged bomb is not meant as a deterrent 
but rather for actual use, Assuming that 
Pakistan would fight an actual war only 


















Soviet Union threatened nuclear attack. 
and Pakistan could not conceive of using 
nuclear weapons against the Soviets), it 
becomes more clear that Pakistanis would 
rather avoid nuclear weapons than possess 
and use them. The mainstay of Pakistan's 
. political, economic and cultural life is con- 
, centrated in a few cities, all of which are 
close to the Indian border. India’s land 
mass as well as wider dispersal of popula- 
lon means that in a nuclear confrontation 
akistan would require hundreds of 
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By Mohan Ram 
ew Delhi: A pamphlet at the special con- 
ence of Prime Minister Indira Gandhi's 
gress party in Calcutta at the year-end 
d her son Rajiv a "pole star" who can 
e the universe, A poster culogised 
as the “hope of tomorrow.” The faith- 
d taken the cue and begun paying 
ge to the heir-apparent even before 
as formally launched as such. | 
ommercial pilot until his reluctant 
into politics in 1981, a year after his 
er brother Sanjay (groomed for 
stic succession) had died in an air- 
Rajiv is one of the five general sec- 
$ Of the party his mother heads. But 











ds majority in parliament, has to win 
next elections convincingly if she is to 
duct Rajiv as prime minister sometime 
ing her next term. She is 66. But as of 
he. prime minister seems to have 





jability? Pakistan has consistently pro- 


with India (the US would intervene if the - 


Irs Gandhi, who has a formidable two- 
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n the other hand, Pakistan's o 





a handful of bombs being dropped on a li- 


 mited number of cities. Such an attack 


would also not require deep-penetrating 


aircraft. As Pakistani Foreign Minister - 
Sahebzada Yaqub Khan once remarked: 


tional identity could be wiped out with | 








“Why should we lose the moral superiority -| 
we have from being non-nuclear weapons-*| 


possessing in exchange for a couple of 
measly bombs which would do little for us 
anyway?" No wonder Pakistan has been 
insisting on rapprochement with India de- 
spite major differences and disputes. Dur- 
ing the past few years, Pakistan's attitude 
has been clearly conciliatory — hardly the 
posture of a nation secretly armed with 
nuclear bombs which are meant not as a 
deterrent but for actual use. | 

| agree with Subrahmanyam that the 
initiative in nuclear. disarmament must 
come from the major world powers. But 
this does not mean that regional solutions 
should not be considered nor that indi- 
vidual Third World countries should jus- 
tify their own nuclear programmes by sup- 
porting media allegations against neigh- 
bouring states. India does not need the 


Congress party determines to maintain its hold on power 
~and not to accommodate Strengthening opposition groups 


only half a chance of realising this objec- 
tive. The party, which led the country to 
independence and has ruled it since 1947 
except for a 33-month break, cannot take 
its victory at the next elections for 
granted. Emerging regional, religious and 
ideological forces have begun challenging 
its dominance. Its vote bank is shrinking. 





f" he party once ruled all 22 states but it 
has now lost five. In 1982, it could not 
win the elections in Himachal Pradesh and 
Haryana and could form ministries only 
with the support of deserters from other 
parties. In Kerala it could not win power 
on its own and consequently heads a coali- 
tion. It could not dislodge the communists 
in West Bengal and Tripura. The party's. 
setbacks were more stunning in 1983. 
Early in the year it lost two of its tradi- 
tional strongholds, both of them in the 
south. A 10-month-old regional party, the 






an opposition allia 


1967 to a regional party and was never re- 
gained.) 

Last June Mrs Gandhi's party failed to 
dislodge the one-state National Confer- 
ence party in Jammu and Kashmir. More 
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| legislatures and parli 


. position allian 


| avoiding mutual cor 
mon candidates, t 
dhra Pradesh and | heavily. - 

ce dominated by the |. 
Janata Party won Karnataka. (Another 
southern state, Tamil Nadu, was lost in | 





















rael and the US 0s an 


lims. It also provides ammuni on to.ar 
Muslim communalists in India; Presenth 
available evidence only proves that Pakis: 
tan has the potential to make n 
weapons, but there is little reason to be- 
lieve that it wants or needs to make them. 
There is certainly no proof of collusion o: 
the Islamic world to acquire the nucleai 
bomb apart from malicious media claims. 

Perhaps as a person who takes pride ir 
the literal translation of his name as "the 
one who has realised the ultimate reality," 
Subrahmanyam will not lose time in rec- 
ognising that the reality he set out to prove 
as ultimate was not so. He should support 
not only European disarmament move- 
ments but also strive for more realistic 
peace between neighbours on the Subcon- 
tinent. One way of doing so would be to 
press for an Indo-Pakistan no-war pact 
and mutual guarantees over nuclear 
weapons. The debate over whether Pakis- 
tan and India possess nuclear weapons or 
not will end the moment both countri 
agree to bilateral inspection of nuclear 
facilities. Interestingly, Pakistan appears 
prepared for this but India does not. A 















23, the Congress polled only 39% of the 
vote. The Congress never polled more 
than 45% of the vote in any election but 
won all of them except the one in 1977 be- 
cause the opposition was split. In 1977, it 
lost when the non-communist opposition 
parties and groups improvised an alliance 
calling itself the Janata Party when Mrs 
Gandhi called a snap election to legitimise 
her declaration of an emergency in 1975. 
Mrs Gandhi returned to office in 1980. d 
With the party's electoral losses in 1983, 
the fragmented opposition began to think 
again of closing ranks to defeat Mrs Gan- 
dhi at the next elections. After realign- 
ments in 1983, however, the opposition is; 
still divided and there are clusters of pi 
ties which find it difficult to move à 
closer. | | E 
The December 23 by-elections revealed 
the vulnerability of the Congress. They 
also had a lesson for the feuding opposi- 
tion. In the states of Rajasthan, Haryana, 





| Uttar Pradesh and Bihar (in the Hindi- 


speaking northern plains, which are Mrs 
Gandhi's power base) the Congress found 
that the combined vote of two rival op- 
ces exceeded its.own. If the 

eached an understanding on 
ts and put up com- 

gress could lose 











two alliances t 






the left-of-centre United Front, 
the Congress. The result. w 
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Sanwa Bank is one of Japan's 
leading banks, with more than 
6.7 million clients, ranging from 
large corporations to small 
businesses and individuals. 
Internationally, Sanwa pro- 
vides a full range of in-depth 
banking services in key financial 
centers throughout the world. 
For a fast and far reaching 
response to your financial 
requirements, contact the bank 
that speaks your language. 
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tacks on 


elections. The Congress strategy aims at 
keeping the opposition divided at the next 
elections, which Mrs Gandhi can advance 
if she finds earlier voting advantageous. 

The political resolution, as the Indian 
Express noted in an editorial, ultimately 
“came back to the same mystic formula”: 
Mrs Gandhi is the Congress and the Con- 
gress is India. The entire spectrum of op- 
position parties was denounced as repre- 
senting disintegration and disorder, while 
the Congress stood for national unity and 
orderly progress. Some of the parties were 
described as anti-nationalist and reac- 
tionary. 

The sharpest attack was on the rightist 
Bharatiya Janata Party (BJP) and Lok Dal 
alliance, while the references to the Left 
(which means the two communist parties) 
were relatively soft. The resolution in- 
cluded the familiar pro-Soviet, anti-im- 
perialist and socialist rhetoric and de- 
nounced rightist reaction. All this perhaps 
sought to neutralise the Left from the rest 
of the opposition. 

The aim is to complicate opposition ef- 
forts towards unity and, if possible, 
deepen its divisions. But if the Congress 
strategy fails and the opposition manages 
to pool its vote, India's political uncertain- 
ties would be heightened further. The op- 
position strategy does not go beyond de- 
feating Mrs Gandhi and it has not been 
able to propose an alternative structure. 
The reason is the opposition parties be- 
long to a broad ideological spectrum, rang- 
ing from the rightist BJP to the militant 


£s xt 


e 


E OT 4 V. e a 
Mrs Gandhi and Rajiv in Calcutta: 


Communist Party of India-Marxist. The 
opposition includes a religious party, the 
Akali Dal of Punjab, and parties articulat- 
ing regional interests, such as the National 
Conference in Jammu and Kashmir and 
the Telugu Desam in Andhra Pradesh. 
The Congress can reasonably hope to 
emerge as the largest single group in parli- 
ament and can stake its claim to office with 
the support of smaller groups or individual 
MPs. But the opposition can hold Mrs 
Gandhi on a short leash, making it dif- 
ficult for her to name Rajiv her successor. 
She might find it difficult to persuade even 
her own party to accept Rajiv as her suc- 


‘tomorrow's hope.’ 





| ble in parliamer 
regional units of tl 
party might beg 
asserting their ro 
in organisation 
matters. 

In the past, r 
election has yielde 
a deadlocked parli 
ment. In 1977, whe 
the Congress w. 
defeated for the fir 
time, it was a dec 
sive rejection of tl 
Emergency. | 
1980. when M 
Gandhi returned, 
was a clear vo 
against  instabilit 
In both cases, ha 
ing exercised the 
choice clearly, th 
people were helpless, which means tt 
Westminster model suited to a two-part 
system cannot adequately represent tl 
will of the people. The legitimacy of tk 
system is thus in doubt. i 

Judging by voting trends and th 
emergence of new regional forces such 2 
the Telugu Desam, the next election 
could yield a deadlocked parliament. A 
though one-party dominance is on the de 
cline with no clear alternative in sight 
neither the Congress nor the oppositio 
has addressed itself to the task of findin 
an alternative structure that can mak 
democracy work in India. M 





Moscow's dilemma 


The Soviets step up their support for Mrs Gandhi, 
but the Indian communists continue to remain aloof 


New Delhi: The Soviet leadership has 
stepped up its strategic support for Prime 
Minister Indira Gandhi but has been help- 
less in dealing with the intransigence of 
the pro-Moscow Communist Party of 
India (CPI), which has been opposing Mrs 
Gandhi since 1978. Since her return to of- 
fice in 1980, the prime minister has been 
appealing to the Soviet leadership to whip 
the CPI into line. Four months ago she 
used a dissident CPI leader to deliver a let- 
ter on the subject to Soviet President Yuri 
Andropov, inviting external intervention 
in India's domestic affairs. In response the 
CPI leadership made its mind known to 
Moscow by sacking the courier from all his 
party positions. 

The CPI's continued belligerence to- 
wards Mrs Gandhi, and its identification 
with her opponents, sharpens the Soviet 
dilemma in India. Differences began 
building up in the CPI when the Soviets 
began supporting India's foreign policy 
first and domestic policies second, and 
prescribed a strategy of "peaceful transi- 
tion to socialism" in India through an al- 
liance between the CPI and the ruling 
Congress party. 
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The CPI split wide open in 1964, and the 
breakaway Communist Party of India- 
Marxist (CPI-M), denounced by Moscow, 
opted for a militant line against the Con- 
gress and emerged stronger in electoral 
terms. The CPI’s subservience to Mrs 
Gandhi and support for her 1975 
Emergency proclamation made the party 
politically untouchable when she lost the 
1977 general election. The Soviet leader- 
ship then realised the potential of the CPI- 
M, which now rules in West Bengal and 
Tripura states, and tried to bring the two 
communist parties together, though it rec- 
ognises only the CPI. The two parties 
could move closer only in opposition to 
Mrs Gandhi, whom the Soviets had writ- 
ten off. In 1978, the CPI switched to an op- 
positional role, but the Soviets found 
themselves in a fix when Mrs Gandhi re- 
turned to power in 1980. 


nnoyed by the CPI’s posture, Mrs Gan- 
dhi promoted her own front organisa- 
tions for friendship with the Soviet Union 
and, more recently, enlisted the support 
of pro-Soviet academics and journalists 
outside the CPI and the CPI-M to cam- 


paign for a ^patriotic front against th 
Right" — a euphemistic phrase for com 
munist support for her policies. 

Unable to influence the CPI — an 
even less able to pressure the CPI-M 
which since April 1983 has enjoye: 
Chinese recognition — the Soviet leader 
ship only has been able to reiterate its sup 
port for Mrs Gandhi — through a lauda 
tory editorial in the official newspape 
Pravda on her achievements, an invitatioi 
to her son Rajiv as a Congress general se 
retary to meet top Soviet leaders and in | 
politburo resolution affirming Soviet poli 
tical, economic and military support fo 
India. 

All this was in the wake of her letter tı 
Andropov. But the latest gesture — th: 
presence of a Soviet delegation at thi 
Congress' special plenary conference ii 
Calcutta — demonstrates a stronger Sovie 
link with India's ruling party. Since 1961 
Soviet delegations have attended only CP 
conferences. 

Mrs Gandhi has not given up hope. She 
thinks the two communist parties, whict 
support her foreign policy, could be neu: 
tralised. She is relying on a sizable minor: 
ity in the CPI to exert pressure on the 
leadership to change its stance while at the 
same time she hopes that the CPI-M, if lefi 
alone to rule West Bengal and Tripura 
will distance itself from the oppositior 
parties by way of a quid pro quo. 

— MOHAN RAM 
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: 3 Throughout the world, Datsun has become a symbol 
ta g for superior achievement in advanced technology. 
1 We're proud of that. And we appreciate your 
| approval. But the truth is, superior technology isn't 
our goal. It's just a tool. A tool we very innova- 
tively use to help reach what is our goal. And that 
Is, to enrich the lives of people everywhere with 
produets that not only meet their individual needs, 
pulerized và but meet them in a way that’s in harmony with the 
broader needs of society. So, to more accurately symbolize our real 
aims, we’re giving our Datsun products a new name. Our corporate 
name. Nissan. That way you'll be 


calling Datsun by its most proper CEST Ni iISSAN 


Production line with welding robots name. 








In Korea, helpfulness is the sincerest form of respect. 


Helpfully Korean 


KOREAN AIR LINES 
We're honored to serve you around the world. 

















































| mention many of the a 
interests sot that t presen 











“Conan Doyle, in 
vrlock Holmes mys- 
he had little sympathy 


» 





















| subject i in a a high- piiched ur voice, 
: but the recipient was not impressed. 
. Dick was a co-founder of the Tokyo 

Baritsu chapter of the Sherlock Holmes 
| (This Traveller had to pass a 
iff viva voce examination on Dr Wat- 
n's memoirs öf the great detective be- 
fore being handed a certificate granting 
honorary membership of this mysterious 









group.) Holmesian phrases larded his 


conversation almost as frequently as bi- 


blical references. If one dared anticipate 


a development in one of his anecdotes he 
would smile: "You follow me like a 
leopard, my son." Referring to some- 
thing which had occurred behind his 


back he would explain: "No, Dr Watson, _ 


I do not have eyes in the back of my 


head, but there is a M SPON coffee 





pot on the table Pere me. 
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| | Dear Editori 









fer Thursday week. 
-. He and I were old friends - 


Portsea beach, 
annual confrontations = 


x good bloke ~ 







am 


for a weak Liver 


ate | climb onto the. wagon with the onset of 
s as. | his final illness. 


ng adiüirer of the 


s latter-day belief in 
e gave Richard a es 


made sure that the Third World was fully 


I hope this personalised report on Harold Holt won't be too late on 


< managed to give the true faota about his disappearance off 


| | We u,ed to debate against each other and I beat him in our Ares | 
X haven't mentioned this of course - 
and he tried to persuade me to enter polities with him, 

and this book an outrageous fabrication, 


1 am at present under tough but perhaps deserved medical troatmont 
. don't laugh, no ee 


e THE turn of the year always provides 
a field day for professional pontificators 
of the press surveying the previous 12 


| months. Two such pontifications in re- 
| cent weeks struck me as worthy of 


riposte. The first, by Flora Lewis of The 


New York: „Times, began: “Whatever 


happens to the good news? Isn't there 
any seasonal cheer to be found thinking 
back over a year of dismal headlines 






| about violence, death and disaster? As a 
matter of fact there is. It comes mostly 
| from things that didn't happen. They sel- 


dom make headlines, but they mean that 
the world is still bumbling along in its 
familiar way, with chances of coming out 
right." What fo owed was a curious list 












| of crises which might have turned even 


sourer than they did — Lebanon, Cen- 
tral America, the deployment of US mis- 
siles in Europe, the return of elected 
governments in Argentina and Turkey, 
the failure of the Third World debt bub- 
ble to burst and the lack of an "acute 


 East- West crisis" — all of which seem to 
| me to have resulted in a plethora of 
| headlines. 


Inexplicably she commented: “It is 
just as well if starving countries do not 
hear about Americans’ mania for adopt- 
ing ungainly Cabbage Patch dolls at 
prices that would keep a child alive for a 
year” — when the American media had 


informed on this latest fad. 
But it is in her admission that the good 


news fails to make ‘headlines i in’ ‘the West. 








f | -and I have at least 



















: n But E happiest i in his uad eligi 





his usual crucifixes and EE 
enaty indulgence. The letter, 
: /pical modesty, reveals that the 
éolumn's' denunciation of Anthony 
~ Grey's book (alleging that the late Aus- 
tralian prime na bie. Harold Holt was 
Chinese spy) 
















A plenary - 


ide has Ja been. more' tension be- 





that she provides excellent ammunition 
for the Third World's complaints about 
the Western press. Perhaps she might 


stop pontificating about the Middle East- 


and herself start recording some positive 
developments. 

e THE other columnist, James Reston, 
also in The New York Times, pessimisti- 
cally summed up: *Seldom in recent 








hideous massacres in 
and Southeast Asia; tr d 
racial strife in Africa.” Where, E 
dered, were the rebellions and: 
massacres in Southeast Asia? Ad 
tedly there are rumps of defeated come 
munist insurgents in Thailand and 
Malaysia, rather more lively leftwing p. 
and Muslim rebellions in the Philippines 
and the continuing resistance, m 
mounted from Thailand, to V 
occupation of Cambodia — but lit 
to justify the first part of the generalisa 
tion. | 
And what could Reston have me 
by Southeast Asia’s “hideous... 
sacres” in the past year? Assam 
in Southeast Asia. Or could he 
have been referring tothe mu 
pected criminals by military 
squads in Indonesia? Somehow I 
it. Whatever he did have in mind, tl 
gree of insensitivity and: ignorance 
vealed in lumping largely peaceful 
prosperous Southeast Asia together v 
Central America is mind-boggl: 
particularly when one remembers - 
staff of research workers at the dispe 
of a columnist like Reston, who is nor- 
morally a wise and witty man. | 
e | AM sympathetic to Washington's 
decision to withdraw from Unesco which | 
gave birth to the proposal for a n 
world information order, a move re 
ing just how stridently an anti- 
of Moscow Unesco has beci 
commentaries such as these : 
trate why the Third World resents 
Western media. As a pressman, Ish 
the resentment, particularly against the 
thankfully dwindling number of itiner- 
ant foreign correspondents who turn up 
to write an article for their newspape 
film a feature for a TV pr: gramm "On 
when a sufficiently sensational cri 
an adequately juicy disaster can gu: 
tee to grab the attention of th 
minded audiences back home 
fact that most foreign n 
the large newsagencies, take 
their news of the Third World from 
stringers or correspondents. : 
Take the REVIEW’s coverage t 
Asean: we have aM Es an citizen 
bureau chief it in] Ku: da um 
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in BOE we ae a Né Ww 
b STU: a Thai j cune ist. I 

















the [renum chief is "Japan 2, 796 
with an Indonesian citizen, wl 
Manila, until recently, our bürea 
headed by a Filipina, ig 
resigned after marrying: She 3 
placed by her assistant, an | 
who is in turn working wit E 
journalist. And for- | 
Asean relations have 
our diplomatic correst 
| Indian citizen who 
| to take over o 













By Rodney Tasker 
Ampil, 
exercise, it was certainly successful. Some 
50 newsmen wound their way over the 
border from Thailand into Cambodia in a 
long motorcade on January 7 at the invita- 
tion of Cambodian resistance leader Son 
Sann. Deeper in Cambodia, a smaller 
number of correspondents was respond- 
ing to a Vietnamese invitation to attend 
celebrations in Phnom Penh to mark the 
fifth anniversary of the Hanoi-sponsored 
regime of the People's Republic of Kam- 
puchea. 

It may have been that the cross-border 
^was more convenient and promised 
ré colour for the journalists than the 

















































































o been invited. In any case the cross- 
border show featured 3,000. Cambodian 
refugees welcoming Sann — the leader of 
the Khmer People's National Liberation 
Front (KPNLF) and the prime minister of 
the anti-Vietnamese Democratic Kam- 
puchea coalition — chanting "death to the 
Vietnamese" and burning effigies of Viet- 
namese soldiers. 

.; Public relations aside, it seems that the 
CKPNLF is becoming more of a threat to 
the Vietnamese, despite recent state- 
;ments by Vietnamese Foreign Minister 
< Nguyen Co Thach suggesting that Cambo- 


they are not taken seriously. Militarily the 
Khmer Rouge faction of the anti-Viet- 
. namese coalition has more of a sting than 
either the KPNLF faction or the faction 
-lead by Prince Norodom Sihanouk. The 
Khmer Rouge has about 25,000 tough 
guerilla fighters who constantly harass the 
more than 160,000 Vietnamese occupa- 
tion troops in Cambodia. But the KPNLF 
appears to be growing, both militarily and 
politically. 

. The Sann faction's main advantage is 
that it is a non-communist, nationalist 
force with only the stigma of its associa- 


Rouge, which murdered millions of Cam- 
bodians in the late 1970s. Sihanouk’s fac- 
tion is in a similar position but with less 
aan 5,000 fighters, it lacks the punch of 
he KPNLF. 

Independent observers say Sann does 
ot normally exaggerate the size of his 
forces. At a press conference held for the 
visiting newsmen at Ampil refugee camp, 

less than a kilometre from the Thai bor- 
er, he claimed that the KPNLF army now 
ad 12 ,000 fully armed fighters, with an 


yeapons. A year ago, he said, his forces 

alled only 9,000 men. | 

As the KPNLF forces increase, so does 

h front's political clout, which Bangkok- 
its say may be wor- 












: p to Phnom Penh, to which many had. 


-dian resistance forces are so small that. 


tion in the coalition with the hated Khmer. 


litional 8,000 trained but still without | 


Son Sann’s anti-Vietnamese coalition faction 
is gaining strength, militarily and politically 


Cambodia: As a popni 


rying the Vietnamese in Cambodia. In- 


guerilla terms, an army of 12,000 fighters 
— like the other coalition factions, equip- 
ped mostly by China — can pose a sub- 
stantial threat to a country's authorities. 


During the 1950s, the British in Malaya - 


were anxious over the threat posed by 
only 5,000 terrorists of the Communist 
Party of Malaya. And the Thai Govern- 
ment, despite its success in attracting de- 
fections, still considers the Communist 
Party of Thailand a serious security threat 
even though its fighters have been re- 
duced to less than 4,000. 
44 "Fhe KPNLF has become a serious and 
credible non-communist national 
resistance movement, a hope for the future 
of Cambodia and an alternative to other 


„existing political regimes in the country," 


Sann said at his Ampil press conference. 
Sann's reference to "regimes," rather than 
the single Hanoi-sponsored Heng Samrin 
regime in Phnom Penh, may have. in- 
cluded the Khmer Rouge, whose com- 
munist government was overthrown in 
January 1979, allowing the Vietnamese to 


Sann: cross-border show. 





install an administration more > amenable 


to Hanoi.. 
For the sake of. creating 2 an image. of 


unity among the three coalition factions-— 


“We may have our differences, but as we 
have demonstrated time and again we arq 
united in our opposition to the Vietnam 
ese occupation of Cambodia” — Sann was 
obliged to refer to the coalition. But he did 
not mention the Khmer Rouge by name 
and talked only about the cooperation be- 
tween "the two nationalist parties" — his 
own and Sihanouk's — in setting up joint 
offices at the United Nations and in Brus- 
sels and Strasbourg, with plans for similar 
offices in Tokyo and Canberra. 





Another pullout soon 


Cambodian officials say more Vietnamese will be 
withdrawn — a sign that security is improving | 


By John Spragens 

Phnom Penh: Officials here promise 
another Vietnamese troop-withdrawal in 
the “near future” and say time is on their 
side in the struggle against the coalition of 


resistance forces based on the Thai-Cam-- 
bodian border. At the same time, some 


Vietnamese policies, such as a fixed three- 
year term of service and a formal home- 
leave policy for troops serving in Cam- 


bodia, suggest they are settling in for a 


long, slow war. 

Some changes are apparent. In Phnom 
Penh, security police now stand guard- 
duty at hotels and government offices, re- 
placing Vietnamese troops who fulfilled 
this role as recently as 12 months ago. 
Vietnamese are now said to be stationed 
only at the most sensitive locations, in- 
cluding the residences of top government 
officials. Along the highways near the cap- 
ital, guard-posts are maintained by local 


militia troops, with Cambodian regulars — 


stationed at major bridges. 
But Vietnamese troops are evident 


throughout the country. They are still in- . 


volved in guarding the perimeter of 


Phnom Penh, and though some Cambo- 


Red Cross rules. “If you go sc 
only once, 





dian troops are said t to j be assigned to the 
western battlefront, it is clear that Viet- 
namese forces continue to bear the brunt 
of the fighting. The continuing security 


problems are apparently something of an 


embarrassment to the government. Asked 
about the August incident in which eigh 
or nine Soviet cotton specialists were kill- 





ed in Kompong Cham province, Foreign 


Minister Hun Sen denied that any foreign. 


ers or even local government officials had 


been killed in hostilities. “If there are any 
accidents, I assure you they are from road 
or traffic accidents, not hand grenades,” 
he said in an interview here. — 

There is no question the Soviets were 
killed, and following the incident, some 
relief agency officials had their activitie: 
curtailed for security reasons. A Swis: 
Red Cross medical team in Kompong 
Cham, for example, pulled out of the hos- 





pital there when members were told the: 


could not travel between Phnom. Peni 
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Cambodian refugee camp in Thailand: united opposition to Occupation. 


In his speech to representatives of the 
38,000 Khmer refugees who now live 
at the Ampil camp, Sann was careful to 
refer to himself only as the president of the 
KPNLF and not as the coalition govern- 
nt's prime minister. There was a un- 
imous showing of hands when he 
asked the rhetorical question: “Are you 
happy for me to continue as president?" 
Sihanouk is president of the coalition. 






here is no question of any coalition gov- 
ernment cabinet meeting being held in 
Ampil, or at any other of the six KPNLF- 
administered refugee camps along the 
Thai-Cambodian border, housing an esti- 





are not likely to see incidents. But people 
like the Soviet advisers go back and forth 
on a regular basis. It's not so hard to am- 
bush them." . 

Phnom Penh. and its Vietnamese back- 
ers see no realistic hope of a political solu- 
tion. They say China's attitudes are the 
key, and China gives no sign of slackening 
its support for the resistance coalition. Of- 
ficials complain about coalition troops 
taking sanctuary on Thai soil, say Thai- 
b: is *playing with fire," and warn that 

atience has its limits." But there does 
not seem to be any plan for sustained ac- 
tion on the Thai side of the border. In- 
stead, the strategy is to maintain constant 
measured pressure, military and 
psychological, on the resistance forces. 

Phnom Penh and the Vietnamese seem 
confident that the coalition is growing 
weaker, not stronger, as seme observers 
in Bangkok have said. Over time, they 
think the balance will continue to shift in 
their favour. In the end, what they refer to 
as “the so-called Kampuchea problem” 
will be solved without negotiations. 

It is difficult to say whether their confi- 
dence is realistic. It is clearly true, as one 
Cambodian official noted; that people 
throughout the countryside are building 
more substantial houses and sprucing up 
their yards and village common areas. “If 
they didn’t feel secure, if they didn’t have 
confidence in the future, they wouldn’t be 
doing that,” he said. . 
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mated 130,000 Cambodian civilians. “As 


far as we are concerned, there would be no 
danger to the Khmer Rouge officials who 
attended such a meeting, but the people 
here might try to kill them,” said one 
KPNLF official, referring to the lingering 
hatred for the Khmer Rouge among most 
Cambodians. That is why all Democratic 
Kampuchea cabinet meetings to date have 
been held only in Khmer Rouge-control- 
led areas of Cambodia. Sihanouk is sche- 
duled to arrive in Bangkok on January 20 
to meet his coalition cabinet across the 


border and this will almost certainly be in 
a Khmer Rouge area. 

According to the Thai press, the Viet- 
namese are grouping their forces near the 
border for another dry-season offensive 
against the Khmer resistance. But during 
the dry season, from November to May, 
the Vietnamese normally return to areas 
near the border with the armour they have 
had to withdraw during the rainy season. 
Last year, the Vietnamese launched a 
massive attack with artillery and tanks on 
the KPNLF-controlled camp of Nong 
Chan, just across from the main Thai bor- 
der town of Aranyaprathet. They de- 
stroyed the camp, which had housed 
40,000 refugees, and also attacked two 
smaller camps occupied by Cambodians 
loyal to Sihanouk. 

This year no one is sure what the Viet- 
namese will do. Col Prum Vith, the 
KPNLF's southern commander, who is 
much respected for his campaigns against 
the Khmer Rouge throughout their reign 
of terror in 1975-79, said that Vietnamese 
troops were setting up defensive positions 
rather than organising an offensive opera- 
tion. Whether or not this is true, KPLNF 
forces are deployed in defensive forma- 
tions near camps such as Ampil. 

But at the same time, KPNLF troops 
also have been reorganised to take more 
of an offensive, truly guerilla-like stance. 
There is an 800-man red-beret force, spe- 
cially trained during the past year, operat- 
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Thai border-troops: on alert. 


ing deep within Cambodia, led by Col 
Pann Thay. In addition, Sann's main force 
appears to be better equipped and or- 
ganised than ever before. 

When the Vietnamese struck at Nong 
Chan last year, thousands of Cambodians 
fled in panic, many crossing into Thailand 
where they had to live in makeshift camps. 
This year, the KPNLF leaders have for- 
mulated contingency plans under which 
civilians will move to designated areas 
within Cambodia if under attack. As a last 
resort only, they will travel across the bor- 
der to camps already assigned by the Thai 
military authorities. 

The most worrying factor for Sann is 
that the Vietnamese may again shell civi- 
lian refugees in one of his camps. In his 
press conference, he stressed that KPNLF 
troops were in separate areas, away from 
the camps. “Today, I solemnly declare 
that all KPNLF-administered civilian 
population centres are civilian centres," 
he said. “Any attack against any of these 
civilian centres by the Vietnamese aggres- 
sors constitutes still another crime against 
humanity." 

Sann did not inspect a KPNLF honour 
guard in Ampil as he has done on previous 
forays across the border. The only troops 
visible during the event were military 
police. But it is doubtful whether the Viet- 
namese, if they are intent on an offensive 
against the KPNLF and the other resis- 
tance groups, will convehiently dodge 
civilian refugee camps. 

Meanwhile, the Thais are given pause 
for thought in their hard-line attitude to- 
wards the Vietnamese occupation of Cam- 
bodia by the prospect of thousands of 
Cambodian refugees again pouring over 
the border into Thailand. The next few 
weeks will be a telling period in the annual 
dual between the Vietnamese and the 
Cambodian resistance, with Thai troops 
already on alert to tackle any new over- 
spill of the fighting. The Thai Government 
and international relief agencies are busy 
making contingency plans to cope with 
anything up to 100,000 more Cambodian 
refugees seeking sanctuary in Thailand. El 
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Empty seats at table | 


Ershad launches a political dialogue, but leading 
opposition parties have so far rejected it 


By S. Kamaluddin 


Dhaka: In the absence of the mainstream 
opposition, Bangladesh President H. M. 
Ershad's formal dialogue with the nation's 
politicians, begun on January 7, does not 
appear to have gained much credibility. 
The two main opposition groups in 
Bangladesh, a 15-party alliance led 
by the Awami League (Hasina faction) 
and a seven-party group led by the 
Bangladesh Nationalist Party (BNP-Sat- 
tar), have thus far rejected the dialogue 
effort. 

About 100 leaders and office bearers 
from more than 40 different political par- 
ties attended the formal opening of the 
dialogue. They are, with the exception of 
about a dozen, mostly political has-beens 
or nonentities. The opening session ended 
after a chat over tea following Ershad's 
formal speech. He is now talking to the 
leaders of individual parties daily. 

In his speech, Ershad rescinded the ban 
on "indoor politics" — meetings outdoors 
are still prohibited — and said that at- 
tempts would be continued to bring other 
politicians to the negotiating table. He 
also called for national unity. “It is no 
longer ‘us’ and ‘them,’ it is only ‘us’,” he 
said. “All of us are in the same boat. Let 
us work together for the betterment of the 
country and the people.” Ershad said no- 
thing, however, about lifting a ban on po- 
litical activities — the only pre-condition 
of the mainstream opposition for par- 
ticipating in the dialogue. 

At the same time, a joint effort by the 
opposition alliances to stage a general 
strike on January 4 to force the govern- 
ment to lift the political ban ended without 
result. Although the alliance leaders cam- 
paigned in Dhaka on January 3 and urged 
people to participate, the people appa- 
rently did not want to confront the govern- 
ment. There was no picketing on the 


morning of the strike and, after a couple o 
hours of uncertainty, the streets returne: 
to normal. 

Clearly this was yet another defeat fo 
the opposition. The hardliners within th 
Ershad regime apparently did not agree t 
the lifting of the ban on politics priorto th 
dialogue to accommodate the two group: 
The regime has become sensitive about al 
lowing open politics since the outbreak c 
violence in Dhaka and Chittagong o! 
November 28, 1983, within two weeks of 
government decision to rescind an earlie 
ban on open politics. 

The government now seems to under 
stand, however, that the mainstream of 
position parties, especially the Aswan 
League and the BNP and their leader: 
Sheikh Hasina Wajed and Begur 
Khaleda Zia respectively, are organise 
effectively and enjoy some popular suf 
port. 

While the government seems likely t 
agree to the opposition demand for pai 
liamentary elections before the presider 
tial poll, this no longer appears to be th 
main contention. The government 
civilianisation programme, being in 
plemented through local elections, e1 
sures the devolution of power and th 
transfer of economic development dec 
sions from parliament. An MP will no 
become only a legislator, not an admini: 
trator of project funding, which may n« 
be palatable to many politicians. 

The regime, an informed source said, : 
confident that, at least for the time bein; 
it has chosen the proper course. But it - 
also considering some sort of face-savin 
device to enable the two major alliances t 
enter a dialogue. That is also the spirit 
Ershad's speech to the politicians; the r« 
gime does not want a repetition of th 
events of last November. 





Hasina Wajed; Ershad: a ban on ‘indoor politics. ' 
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The constitutional issue is officially solved 


but it has raised new questions 


By K. Das 


Kuala Lumpur: The Malaysian constitu- 
tional crisis was officially laid to rest on 
January 9, after six months of uncertainty 
and confusion, when parliament amended 
three clauses of the 1983 Constitutional 
Amendment Bill. But passage of the bill 
immediately raised serious questions, be- 
cause the new amendments made major 
concessions which were seen as deroga- 
tion of the principles of parliamentary 
democracy. 

Ironically, the changes gave powers to 
the Yang di-Pertuan Agung, or king, 
which he did not have before the 1983 
amendments, making it possible for him 
to return to parliament bills passed by the 
lower and upper houses with recommen- 
dations for such changes as he may con- 
sider necessary. 

Lawyers here say that the new amend- 
ments question the very basis of a con- 
stitutional monarchy because the king can 
now delay bills for as long as 60 days. This 
was the opposite intention of the govern- 
ment when the six-month long drama 
began with the amendments bill tabled in 
parliament last July. The bill was intended 


to make it clear that the king had no *con- 


stitutional will" of his own. 

The government of Prime Minister 
Datuk Seri Mahathir Mohamad said 
that the controversial bill, far from chang- 
ing the king's role in lawmaking, sought 
only to spell out more precisely the nature 
of the monarch's power, which was sym- 
bolic, not real. 

But the niceties were lost in the longest 
political debate this country has seen, 
largely because the government played 
the issue close to its chest and did not en- 
courage discussion. For more than two 
months the people did not even know that 
serious changes were being made to the 
law of the land because the press kept the 
issue out of print at government request. 
When the news was forced out by a widely 
distributed open letter to the prime minis- 
ter which was reprinted in foreign publica- 
tions, the government was angry. 

Until last year the government had in- 
sisted that the nine sultans (who elect the 
king from their ranks every five years) 
could do no wrong. Criticising them was 
taboo and questioning their position was 
seditious. Suddenly they were subjected 
to subtle attacks while the government 
held to its position that the amendments 
strengthened the throne rather than weak- 
ened it. 

Criticism of this by people from within 
Mahathir’s political party, the United 
Malays National Organisation (Umno), 
and from outside it, was treated harshly. 
Opposition Democratic Action Party 
(DAP) leader Lim Kit Siang was labelled 


a "royalist," somehow conveying the idea 
that it was wrong for him to be royalist. 
But some Umno leaders, most of whom 
carry titles awarded by the sultans, be- 
came aware that a quarter of a century of 
official and unthinking praise of the sul- 
tans could not be wiped out by a bill in par- 
liament. 

To many hundreds of thousands of 
people, especially rural Malays, the sul- 
tans represented tradition and continuity 
in a fast-changing society. There is little 
doubt that some of the sultans are still 
feudal in their outlook and extravagant in 
their lifestyles, but still it is difficult to do 
an about-face in public. 

It was in this atmosphere that Mahathir 
"went to the people" in a series of public 
rallies that were supposed to achieve two 
things quickly: to explain why the changes 
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Maha thir: counting on support 


were necessary and to show that the 
people were with the elected government 
rather than with the sultans. 


T" campaign might have succeeded if an 
attempt had been made to explain the 
exact nature of the government’s fear — 
that there was a danger of the next king at- 
tempting to play the role of an absolute 
monarch. Instead, the rallies were simply 
told that the people were supreme and 
that the principles of parliamentary supre- 
macy and constitutional monarchy were 
inviolate. No attempt was made to explain 
why the amendments were being made 
now and why they were introduced with- 
out adequate advance publicity. The 
crowds, despite the heavy publicity, were, 
according to unbiased observers, never 
anywhere near the numbers claimed and 
enthusiasm was not very visible. 

While making his about-face in parlia- 
ment, Mahathir launched an attack on his 
critics whom he said had brought about 
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criticism for the opposition DAP and 
Party Islam (Pas), as well as so-called 
"traitors" within Umno. He also attacked 
the foreign press for exacerbating the 
crisis. In the end, the bill was carried with 
only the DAP voting against it. The op- 
position party Hizbul Muslimin and the in- 
dependents voted with the government. 
Pas' only MP was not in the house. 

While the crisis as such is therefore 
solved, many MPs spoke of a new crisis 
within the ruling National Front coalition, 
as party members prepared for the party 
elections this year. All three major 
partners of the front — Umno, the Malay- 
sian Chinese Association (MCA) and the 
Malaysian Indian Congress (MIC) — have 
elections ahead of them. The focus of in- 
terest, however, is on Umno, which will 
meet in May to elect new office bearers. 

While the constitutional crisis would 
hardly touch the MCA or the MIC, there 
is little doubt that from now until May it 
will be hotly debated throughout the 114 
Umno divisions in the country. A new fac- 
tor that will come into play will be the ac- 
tions of the sultans in the next few months 
Already the first challenges are evident. 

In Johor the sultan made it clear that h 
was displeased with Mahathir’s leadership 
and photographs of the prime minister 
and Deputy Prime Minister Datuk Musa 
Hitam were taken down from several state 
government offices. It was not clear where 
the orders came from, and state officials 
were at pains to deny that there were or- 
ders of any kind. Nevertheless, the Malay- 
language newspapers in particular played 
up the issue. In another development, the 
Malaysian flag was removed from build- 
ings where it was usually flown alongside 
the Johor flag. 

Sources here indicate that the Sultan of 
Perak met about 1,200 village headmen 
and other village officials on Christmas 
Day at his palace. On the following Sun- 
day he again met several hundred people 
from various villages. Similar meetings 
were being held in Kelantan with the local 
sultan. The Sultan of Kedah got into the 
press by cancelling his official birthda 
functions and ordered that there woul i 
only be a prayer meeting. Reports that th 
cancellation was due to a shortage of funds 
in the state for the celebration was angrily 
dismissed by his officials. 

Yet another disturbing development 
was an incident during a Umno party 
meeting at Port Klang on January 1. The 
local party branch chairman, Onn Ismail, 
fired one shot into the air to bring the 
meeting to order after several speakers 
caused a commotion and three members 
were accused of indiscipline. 

While the actual events at the meeting 
have not been fully revealed, the Sultan of 
Selangor said he was “disgraced” because 
many people would think his state had be- 
come a "cowboy state." The sultan also 
said pointedly: “I do not want to interfere 
with the political affairs of the state, but . . . 
I need to advise for the good of the 
people." 

There are reports from other states that 
the rulers were meeting village and town 
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months will be crucial as the campaign to 


elect branch and: divisional officials pro- | 
‘ceed. The incident at Klang showed. that | | 


party meetings may no longer be the tame 


affairs of the past. Yet another incident | 


. emphasised the changing style of Umno 


|. politics. In Tanjong Karang, not far from > | 


Klang, more than 100 members were 
d from. a branch meeting on the 
| that they had not paid their dues. 
Jmno had never used this to turn 















parliamentary constituency within weeks 
: though his membership to the party had 
 :been lapsed for years. It was claimed that 
- his family had kept. him in benefit, but he 
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tract pula the internat pro blk m. 

obvious are the oppostion parties, but 
newspapers and foreign magazines be- 
came the centre of attack as Information 


out at two respected local columnists, 
former. prime minister Tunku Abdul 
Rahman and former opposition leader 
an Sri Dr Tan Chee Khoon, both of 
hom write for The Star newspaper. The 
REVIEW was also attacked. Other minis- 
ters also indulged in what appeared to be a 


Snap d 










y James Clad 


has been followed by a period of intense 
manoeuvring as the badly beaten Sarawak 
lational Party (Snap) considers its op- 
ons after losing six seats to a break- 
way faction formed before the election, 

1e Parti Bansa Dayak Sarawak (PBDS). 

during the election, the new party made 
an explicitly racial. appeal to the predo- 
minantly Iban Dayak tribesmen inhabit- 
ing constituencies in the forested interior 
(REVIEW, Dec. 29, '83). Sarawak's non- 
Malay indigenous people make up 46% of 
the state's population... 

As soon as the election results became 


summoned by State Governor Abdul 
Rahman Yakub to be re-appointed chief 
minister. Taib's three deputy chief minis- 
ters — one from the Chinese-dominated 
Sarawak United People's Party (Supp), 
e from Taib's own Malay and indigen- 
us Muslim (Melanau) Parti Pesaka 
imiputra Bersatu (PBB) and one from 
BDS — also were reappointed. 

The betting here is that the PBB, which 
. 19 seats, will take four ministerial 
folios when Taib announces the 





1 seats) should get three portfolios, with 
each going to the PBDS (seven seats 
ie extra one gained by an independent 
ig the party) and Snap (eight seats). 
ependents hold the remainder of the 
eats in Sarawak's state assembly, but 
ien of these received unofficial back- 








inch of which j is a member of the iul 
ational Front, there will be no formal 
Osition group v when the new assembly 
$ later this year. 

part from Snap' s failure to defeat its 
mn renegades in the election, another re- 
from the December 28-29 poll was the 
p's surprisingly strong showing against 
ninsular-based opposition Demo- 


ories in Sarawak in the 1982 federal 
tion, the DAP gained no state seats 









" Ta an have been attacked. Both are held in | 
1 the kind of esteem that no one in govern- 

ment is and both have made it clear that | 
'their objections to the constitutional 


Minister Datuk Seri Adib Adam lashed | changes have very little to do with politics 


Kuching: Sarawak's fourth state election 


clear, Datuk Patinggi Taib Mahmud was. 


binet at the end of January. The Supp | 


atic Action Party (DAP). Despite two 


even federal DAP. parkamen- 


but far more to do with the importance of 
traditions and the rule of law. 

But it is even more important that they 
are veteran politicians who could be 
forced by political pressure to back one or 
other of the contending factions in the 
coming struggle for power. "m 


sion 


After losing to its own renegades at Sarawak's state 
poll, the multiracial party may go into opposition 


tarian Sin Kwang M lost to Supp youth 
leader and Kuching Mayor Song Swee 
Guan in Pandungan, a pivotal urban seat 
within Sin's federal constituency. This was 
expected to be a close race, and the 3,544- 
vote majority for Song came as a surprise. 
Despite giving the impression of tired 
leadership, the Supp's time-worn message 
— that participation in the front vastly 
outweighs the benefits of opposition — 


still appealed to the Chinese, Sarawak's 
largest ethnic group but only 30% 


of over- 
all population in the state. The Supp suc- 
cessfully portrayed DAP candidates as 
mischievous outsiders. 

One large poster in Kuching lampooned 


. DAP leader Lim Kit Siang (who is also the 


federal opposition leader) in the style of 
an old Chinese drawing, showing him 
leading a Manchu army — an ancient 
metaphor denoting “barbarians at the 
gate.” The DAP's counter-messages, in- 
cluding calls for. an official opposition to 
put the state government on its toes, had 
little effect. 


E said in an interview that, in the cam- - 


paign's last two days, the Supp step- 
ped up a “campaign of fear," suggesting a 
possible heightening of racial tension akin 
to. West Malaysia's 1969 racial disturb- 
ances if the DAP made significant head- 
way. On the other hand, Supp sources said 
the DAP's “chauvinist” approach — espe- 
cially warnings that Chinese culture could 
be threatened by a “pro-Malay” drift in 
the federal government — cut little ice ina 
community that still feels somewhat re- 


mote from many cultural nuances of com- 


munal politics, West Malaysian style. 

But the morë immediate question re- 
mains, what will happen to Snap? On 
January 8 all constituent members of 
Malaysia's National Front met in Kuala 
Lumpur to hear Snap's president, Datuk 
James Wong, reverse his earlier position 
and support the PBDS' application for 
membership. This was unanimously ap- 
proved, confirming the PBDS as a full 


member of both the state and the IM 
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“Chinese” 
there could be no room for Snap. 


strongly backed, election-prove: 
petitor for Snap's indig genous constituenc 


voters. 


















that pii position as. OP ad 


lenger to the PBDS' potenti cha al 
Sarawak may be gone forever. Althougt 


Wong said in an interview on January ? 
that "there will be time to heal the rifts 


and with these bitter elections behind wu 


we can now buy five years of time,” other 
— including some within his party — art 
not so sure. 

Before the election, Taib said in an in 
terview - that he strongly prefer 
"straightforward, = National Front-styk 
politics” along West Malaysian lines in 
stead of the “politicking” of Snap's ver 
sion of multiracialism. By this he appa 
rently meant that he wanted early de 
lineated, racially based. parties workin; 
for racially me surable results from withir 

ont gove: nt. The corollary to thi 
was that if the PBDS (whose. leaders Tait 
allowed to stay in government after thej 
split with Wong) made a convincing sho 
ing in the election, Taib would be temptec 
to invite the PBDS to become the sok 
anointed voice of non-Malay bumiputra: 
— indigenous. peoples of Sarawak — 
along: with the "Malay" PBDS and the 
Supp. In this arrangemen 























^ As it happens, the PBDS did make : 
good showing, and observers from ; 
number of parties believe Taib may bi 
moving along a course charted before th 


election that gives Snap a Hobson's choic 


of either remaining in the front (with littl 
or no influence or patronage) or going int: 
opposition. 

Wong — who only barely held his owi 
seat against a PBB-supported “indepen 
dent" — would not find it strange to be oi 
the other side of the government benches 
in 1970-76 Snap was the official opposi 
tion. It joined. the: front after the 197¢ 
elections, “ironically: at the urging. o 
former party leaders now in the PBD 
Yet while going into opposition wouk 
be new, the difference this time i 









now exists. 
On the other hand. hose vehi want ti 


see political consciousness grow. amon| 








Sarawak's indigenous groups, believe thi 
PBB's current ascendancy in state politic 
is strengthened by keeping inside the Na 
tional Front two parties that both seek a! 
indigenous constitue oput Snap int 
an official -oppos ion role would, in thi 
view, make it a rallying point once agail 
for. the | tate’s E, non- Mala: 















An catty Ketin of the bitter division 


between Snap and the PBDS seems un 


likely: even more distant seem prospect 
for a merger of the two groupings. Ot 


January 9 Moggie told the REVIEW tha 
reconciliation "is: probably a Jong. 
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Right now, both the 30-passenger Shorts 330 
and the new 36-passenger Shorts 360 are making 
money for over 40 regional and commuter airlines 
around the world. So take your choice. 


Choose the 330, and you have an aircraft that's 
already carried over 17 million passengers in 7 
years of service, or pick the new 360, the first of a 
new generation of regional aircraft that beats 
everything within 250 miles. 


Whichever suits your routes, either aircraft is 
easy to maintain, very fuel efficient, equipped with 
PT-6 turboprops and a combination of state-of-the 
art and proven technology. Each is more appeal- 
ing to your passengers, too, because of Shorts 
unique widebody design for big-plane comfort. 


Shorts330 
Shorts360 


SHORT BROTHERS LIMITED 

Short Bros. Ltd., Airport Road, Belfast BT3 9DZ, Northern Ireland 

Short Bros. Ltd.. Berkley Square House. Berkley Square, London W1X 6DY 

Short Bros. (Australia) Pty. Ltd., 20 Loftus Street, Sydney 2000 

Short Brothers (USA) Inc., 1725 Jefferson Davis Highway, Suite 510, Arlington. VA 22202 
Short Brothers (USA) Inc., 2222 Martin Drive. Suite 255. Irvine, California 927 15 





OVERVIEW 


High-flying Thai Airways: a 19-year record profit last year, almost 20 times bigger than 1982. 








Əh, the uncertainty of it all 


This year is likely to see an intensification 
of the debate over what the airline 
industry’s role should be: should an airline 
be viewed as a public utility, a competitive 
business or a mixture of both? Until the 
late 1970s many state-owned airlines and 
others could well have been regarded as 
utilities, protected by government- 
approved fares set by agreement among 
themselves. The fares were set high in terms 
of real costs, but it was reasoned that many airlines were running 
uneconomic routes as a public service, sometimes with direct 
subsidies but often without. Since deregulation of the United 
states’ airline industry wrought by economist-turned bureaucrat 
Alfred Kahn — which was supposed to eliminate protection 
ind, by spurring competition, give a better deal to the passenger 
— the results have been mixed. Small airlines in the US have 
»roliferated and many have prospered, while some big airlines 
such as Braniff fell by the wayside and others are in severe 
inancial difficulties — the direct result of crippling fare wars 
mong airlines seeking to grab market share, sacrificing profits 
1 the hope that competitors would give up first. 
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The resulting low fares were and in some cases still are a 
bonanza for the customer and a total disaster for the airlines, 
while the effects of deregulation were compounded by the 
recession. Economic purists might argue, as they are wont to 
do, that competition and survival of the fittest (or of those with 
the greatest access to cash?) are what business is all about, and 
people who had never before been able to afford to travel 
extensively were hardly about to dispute this. True, many 
airlines had become bloated by previously relatively easy money 
and, with grossly inflated staff numbers, were hardly models of 
efficiency. Some form of shake-out was long overdue. 

But it can also be argued that the airlines' war of attrition 
has been counter-productive. In the US domestic arena, many 
airlines have retreated from uneconomic routes and are now 
engaged in fighting each other head-to-head on their premier 
money-making routes, thus creating an excess of capacity and, 
if they are lucky, marginal profits, while various townships on 
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ie conomic routes no lot 
In the international arena, the Pacific route battle is now 
reminiscent of the longer-running situation over the Atlantic, 
with too many seats chasing too few backsides, resulting again 
in fare wars and minimal profits — or in some cases actual losses 
-= subsidised by other routes. Although most airlines are now —-. 
keeping their fingers crossed that the worst is over, while many 
are either making operating profits or looking forward to them, 
mostare saddled with crippling interest charges which will delay 
purchases of much-needed new aircraft. The airline business 
has always been characterised by boom-and-bust cycles, but 
this time the büst has been so severe that any.boom will be a 
long time arriving. | 








ie only saving grace has been something over which the 
airlines have no control — Opec's decision to lower oil 
;prices to a level Which, it is now fervently hoped, will 


remain at around US$29 a barrel for a while yet. This has taken 





some of the urgency out of re-equipment plans, as many older 5a 





t and:engines can be run at a profit at this price — thoug 


of fuel. New noise regulations coming into effect in the US 


erely gloom rather than despair. From the — 


tive way. It knocked the bottom out of the second-hand. 


financing new purchases and forcing manufacturers such as 

- Boeing to accept large numbers of used airliners as a trade-in 
against sales of new products, while storing the old aircraft on 
strips in Arizona's dry desert air in the hope that they can be 
sold for a reasonable price when the financial climate 


- Deregulation in the US has also had some positive results. 


"Those airlines which are now looking forward to making money 
again have done so by stringent efforts to control costs. This _ 
“has led to leaner, more efficient organisations, as well as the 
dawning realisation among aircrew unions that airlines can no 
“longer afford huge salaries. An industry which had been 
characterised by ambitious expansion plans was forced at best 
_ to consolidate and in some cases retreat, with those that failed 
| acting as object lessons as to what happens to anyone who 
ignores new realities. Deregulation's side effects have also 
changed the entire face of the travel industry by accentuating 
something that the advent of wide-bodied aircraft in 1969 had 
already begun — opening up travel to more people. | 
. Before wide-bodied jets, air travel in general was not price- 
sensitive. Air tickets cost a lot of money and the high fares 
allowed a standard of service (like the fares, also regulated) 
which; together with the convenience or otherwise of departure 
and arrival times, formed the competitive arena. In a product- 
sensitive market, with capacity sized to seasonal peaks, fares 
were regulated to produce a reasonable profit at a relatively 
Jow average load factor. The ability to cater to the last-minute 
assenger — in other words having spare seats available — was 
3 AP S | worthwhile because the 
marginal cost of carrying 
the passenger was low 
and the yield from 
the ticket high. Group 
tours and other forms 
of mass and/or low-cost 
travel were the province 
of charter airlines 
running older aircraft | 
and with far lower 
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r have convenient air services... | 


nodels would give far better yields through more efficient: 


the use of older aircraft. From the airlines’ point 
e announcement of the new oil price the picture 





overheads — and few. 


. operating costs to around X 


.. was afforded by fare regulation until 1978-79 when Kahn, then 
head of the US Civil Aeronautics Board, changed all that by 












oint of view, the picture was one of disaster. =} 
n in the face, forcing them to engage in theirown 
'aítles for sales and to seek creative ways to help — | 
finance purchases of new airliners. For them, too, the | 
ts of deregulation and recession have combined in a totally |. 


market which had been the airlines’ traditional way of- | 
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< replaced two Boeing 707s or DC it | 
size was reduced — and so was frequency of servi siti 


| of overseas governments. Domestic carriers which had been 
kept off lucrative routes under regulation were suddenly able 


were magnified by the recession's upsurge in 1980. Some o 
< became involved in destructive fare wars as they tried to incre 


their share of a market which was in any case declining — or 
` least, whose growth rate was declining — as recession curbed | 


power increased as traffic declin 





and more. Or 
“8s in capacity ter! o fle: 


the convenience of departure-time choice in many are 

Market projections proved highly optimistic, leading to — 
enormous overcapacity and the need to create new, low fares. 
to attract the group-travel market away from charter operators 
As yields from tickets went down, filling empty seats changed 
from being a nice option to a necessity. But still, some protectior 









pushing through new laws which deregulated fares and left — 
airlines free to set their own rates and to a large extent operate 
where they liked. | ee 
[nitial reactions were not totally unfavourable: US airline: 
which had previously been only domestic operators sud 
had the freedom to operate overseas, needing only the con 
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to whip off some of the cream that had been the province of a 


- select few. New airlines sprang up overnight, paying lower ` 
salaries and thus able to offer rock-bottom fares. But so many. 









pportunities being taken up all at once led to problems; 
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new entrants collapsed asoverheads rose. Almost all others i 


disposable income, Another side-effect has been the escalatioi 


.' of commissions paid by airlines to travel agents, whose market 
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re rket much as it 
was. The splitting of the total market original two 
classes into three, with the new business class taking some traff 
away from first class but its premium fare still yielding far mor 
than the back-of-the-bus holiday traffic, seems a logical way t 
use spacious cabins. It provides maximum flexibility for 
marketing and major benefits to the business traveller, who 
previously resented having to pay the full economy fare only t 
find that in the next seat was a holidaymaker who had paid far 
less for the same trip with the same onboard frills — albeit wit 
less flexibility in terms of choice of departure time and date 
and without the ability to switch airlines. 

Now that a three-class system seems to have superseded the 
two-class layout — and with an easing of the recession leading 
airlines generally and in Asia in particular (where the predict: 
market growth rate is still higher than in the rest of the world) 
to see real profits emerging and better times approaching — il 
might be reasonable to assume that the situation has changed 
so far as to be irreversible. However, in mid-1983 Singapore 
Airlines (SIA) chairman J. Y. M. Pillay began to sound the 
alarm over what he views as a shift back towards protectionisr 
by the US. This was exemplified by a report by a congression: 





- subcommittee chaired by Elliott Levitas, which during 1981-8 


examined the effects of deregulation on aviation in the US an 
the new freedom that foreign airlines found following what wi 
described as an open-skies policy inthe US. - 

The Levitas report comes to some startling conclusions — 
startling more for their naiveté than anything else. It starts wi 
the supposition that bilateral agreements were negotiated und. 
the administration of former president Jimmy Carter in such : 
way as to foster competition; to open new US gateways to- 
foreign airlines and to allow new US entrants to the overseas 





market access to foreign destinations. More competition, it 
was argued, would better serve the public, bring fares down 





July 1938, KLM's inaugural Jakarta-Syo ney ight: no price sensitivity in those days. 


to five US gateways. At the same time, only two of the more 
than 12 US airlines authorised by the new agreement to serve 
Amsterdam were doing so. It added that within Europe KLM 
had a significant market because of its rights to operate beyond 
Amsterdam, while in the US domestic carriers merely shuttled 
passengers to one of the international gateways to fly on to 
Europe. This was quoted as a significant advantage for KLM. 
The representatives of major US carriers, who were among 
many witnesses called on for their views, told the subcommittee 
that: “US carriers are among the most efficient in the world. 
However, if US carriers are forced out of the competition in 
the long term, consumers would be in the hands of the foreign 
carriers, who would likely raise fares." The report concludes 
with a series of recommendations to the current administration. 
including a return to multilateral agreements, participation in 
the International Air Transport Association and other 
pternational forums, a refusal to give away hard rights in return 
Mor soft rights in future (that is to say a wish to trade rights of 
equal value) and a refusal to tolerate discrimination against US 
carriers by other nations. Not specifically mentioned in the 
report — but also known to have done so well in the US market 
as to incur the wrath of US airlines which have not done so well 
outside the US — are Scandinavian Airlines System, Swissair, 
Sabena, SIA and Thai International. It is a tough choice whether 
to laugh or to cry. 

Special pleading is nothing new in US or any other politics 
— it is what the lobby system is all about. And for some US 
airlines to make a big fanfare about new opportunities and then 
to step back before making use of them is also nothing new. Is 
it really KLM's fault that 10 of the 12 US airlines permitted to 
serve Amsterdam chose not to? Is it really any foreign airline's 
fault that Kahn and apparently others in the US believed that 
they could in effect export their brand of deregulation 
successfully? Can airlines which have allowed aircrew salaries 
to reach astronomical levels really believe in their own 
efficiency? 

The report contains very reasonable comments made by 
former US trade secretary Brock Adams to the effect that 
international civil aviation is not a free, open market. It cannot 
be when some countries use national carriers as instruments of 
foreign policy, or when governments have to approve fares. 
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some measure of regulation will almost inevitably be present 
and any arguments about regulation/deregulation should surely 
concentrate on how much or how little should be applied, rather 
than forcing the situation to oscillate between two extremes. 

A statement attributed to a senior Chinese diplomat but 
which is probably apochryphal says, in effect, that any country 
such as the US which is liable to change its style of government 
every four years cannot have a foreign policy worthy of the 
name because the policy will shift with each change of 
government. The same holds good for aviation. Much of the 
rest of the world's airlines — or at least those wishing to serve 
the US — were forced to change their thinking when the US 
embarked on what was in effect nothing more than an empirical 
experiment based on an economic theory, imposed upon an 
admittedly protected system which had operated more or less 
successfully for a long time. Change was indeed necessary, but 
such a radical departure from accepted norms was too far- 
reaching and many of its negative effects were even then 
predictable. 


or the US now to attempt to shift back to a protectionist 

stance would be an abject admission that the experiment 

has failed and that those worst affected were its own 
airlines. But, now that most people's thinking has adjusted to 
the new situation, such a reverse by the US would be not only 
retrograde, it might engender further damage in an industry 
which now, partly through deregulation and partly through 
recession, is in an extremely fragile state. 

Any aviation policy adopted by the US inevitably sends 
ripples through the rest of the world's airlines. Perhaps it is 
time that the US, instead of trying to lead the world through a 
series of vacillations, decided to join the rest of the world and 
create a policy which would at least ensure a stable aviation 
system. If this could be achieved, airlines would be better able 
to cope with the vagaries of fuel prices, interest rates, changing 
market-growth patterns and other factors not under their direct 
control because they would have some idea of which markets 
they could expect to enter, when and to what extent. Aviation 
as a business already has to cope with a large amount of 
uncertainty — there seems little need for the US to add to it 
unilaterally. D 
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From a stark 
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to cautious optimism 


The shooting down of Korean Air Lines 
(KAL) Flight KE 007 by a Soviet fighter 
near Sakhalin island on September 1 and 
the deaths of all 269 people aboard, 
overshadowed all other aspects of aviation 
in 1983. Events surrounding the tragedy 
still have not been completely clarified, 
though the most likely cause of the Boeing 
747 being approximately 300 miles north of 
its assigned route from Anchorage to Seoul 





was believed to have been a crew error. (See page 62.) 
Moscow and Washington adopted extreme positions about 
the incident, with Moscow accusing the United States of using 
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CAAC Trident: after a ground accident with à MiG fighter 


the airliner on a spying mission 
and Washington accusing the 
Soviet Union of being an "evil 
empire." Analysis of intercepted 
Soviet radio communications and 
other items, which US intelligence 
bodies refused to discuss, led to 
the more rational explanation 
that the KAL crew's mistake was 
followed by a series of Soviet 
military mistakes in which the 
Soviets mis-identified the 747 and 
believed it to be a US military 


aircraft; failed to intercept it and ? om i sree 


force it down over Kamchatka; — _ 
then finally only just managed to si s 
catch it near Sakhalin, where it 
was shot down in desperation as 
it was about to leave Soviet 
airspace. 

Safety showed some bad 
patches over the past year or so. 
On December 24, 1982, an 
Ilyushin Il 18 belonging to China's 
state airline, CAAC, made an 
emergency landing at Canton with 
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CAAC Combi: ‘poor punctuality, inadequate safety precautions. 





a fire in the cabin which killed 23 people. The source of the fire 
was believed to have been defective wiring. In January a 
hijacker attempted to force a CAAC flight to head for Taiwan. 
The hijacker shot one of the pilots and was in turn killed with 
an axe by the navigator. On May 4 a King Air owned by a French 
oil company and flown by a French-trained CAAC crew crashed 
on take-off at Canton, killing all eight people aboard, including 
five French engineers. The crash was attributed to windshear. 

On May 5a CAAC Trident was hijacked to Seoul, and CAAC 
broke new diplomatic ground by sending a team to South Korea 
to negotiate the return of the aircraft and all its passengers — 
except for the six hijackers who, to Peking's official displeasure, 
were tried and jailed in Seoul instead of being returned to China 
and executed. On September 14, 
a CAAC Trident taxiing on to a 
runway for take-off was hit by a 
fighter aircraft which was landing, 
killing 10 people. In mid-October 
a Lufthansa cargo 747 skidded off 
the side of the runway in 
Hongkong during an abandoned 
take-off and was badly damaged. 
The three crew aboard were 
unhurt. The 747's landing gear 
was ripped off in the accident, 
and it was several days before the 
aircraft could be moved, during 
which time one end of Kaitak's 
single runway was partly blocked, 
restricting operations. 

In the early hours of November 
1 in Hongkong, two armed British 
soldiers apparently the worse for 
wear through drinking took over 
Kaitak Airport for a few hours, 
holding several people, including 
police and immigration officers, 
hostage. They were persuaded to 
surrender peacefully and no one 
was injured, but the incident sent 
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-a ripple of alarm through those who had p | 
about the high level of security at Kaitak. On December 18, a 
Malaysian Airline System Airbus A300 crashed while on an 
approach to Kuala Lumpur's Subang airport in bad weather. 
The aircraft was destroyed by fire, but none of the 247 people 
aboard was seriously injured. On December 23 a KAL all-cargo 
DC10 taking off from Anchorage on the wrong runway hit a 
small commuter aircraft and was destroyed by fire. Seven people 
were injured. 

CAAC’s run of bad luck resulted in a continuation of external 
media attacks on the airline which had begun in 1982. Critics 
attacked CA AC's poor punctuality, inadequate safety 
precautions, elderly aircraft and lack of security — attacks which 
almost became fashionable but which, while containing grains 
of truth, were also vastly exaggerated. A rash of incidents 
elsewhere, such as the Canadian DC9 which, though an aircraft 
of much more recent vintage than CAAC's Il 18s, suffered an 
in-flight fire through an electrical fault, a stream of hijackings 
of US domestic flights to Cuba and a new Boeing 767 running 
out of fuel and gliding to a forced landing firmly indicated that 
CAAC is far from being the only carrier with problems. 

CAAC had already taken a major step towards improving its 
services by ordering late in 1982 a US$300 million package of 
new aircraft, including its fourth 747SP, its first 747 Combi (for 
mixed passenger/freight work) and 10 737s from Boeing, plus 
two DC9s and acquiring the use of three DC8s from McDonnell 
Douglas. China's engineers also bought two new CFM 56 
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SIA 's Big Top jumbo: an order for 14 of the 422-seaters. 


turbofan engines, with the intention of trying to reconfigure a 
Trident to two-engined operations. This approach to 
modernising its fleet, while not one a Western country or airline 
would be likely to attempt, would if successful open the prospect 
of a modernised and vastly more efficient Trident fleet — China 
has about 33 of them — as well as a means of enlarging its pool 
of engineering talent. 


As for security, after the hijacking to Seoul CAAC took what : 


was probably the only practical step open to it — that of 
restricting access to its flights to officials above a certain rank 
and who had been authorised to travel by their superiors. Poor 
adherence to timetables was likely to remain a problem because 
of the lack of modern radio-navigation aids to cover huge areas 
of China. This makes CAAC's well-known reluctance to fly in 
bad weather seem a very reasonable line to take. 

Politics caused a few upsets between China and several 
airlines during 1983, with Peking showing much displeasure 
towards airlines serving China which re-opened services to 
Taiwan. The Dutch carrier KLM Royal Dutch Airlines had its 
emergency landing rights at Canton revoked, forcing it to carry 
more fuel on routes to and from Hongkong, but the extra profit 
potential of Taiwan made this very minor penalty well 
worthwhile. Pan Am also began flying to Taipei and, while 
threats by Peking to cancel all its rights to China were given a 
serious hearing, no one really expected them to be implemented 
because China would have too much to lose through US 
retaliation — including the financing of some of its 747s, which 
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are run on leveraged leases through US banks and thus have to 
land in the US a set number of times a year. Should Pan Am 
be banned from China and CAAC in turn be banned from the 
US, CAAC would also lose the large amounts of revenue that 
this route brings. 

Politics of a more positive nature brought an agreement 
between China and South Korea in February to establish a 
shorter air route between Japan and China. The new route cuts 
through the South Korean flight information region, and sayes 
about 21 minutes’ flying time. The route was officially opened 
in August and major fuel savings were predicted. Japan Air 
Line {JAL ), for instance, expected to save about ¥230 million 
(US$975,000) a year on its eight flights a week to Shanghai and 
Peking. 

Politics was suspected to have been involved, despite official 
denials, in the shelving of Hongkong's plan to build a new 
airport at Cheklapkok, west of Lantau island. The government 
cited enormous costs as the reason, not uncertainty about 
Hongkong 's future after 1997. The June announcement said 
that the 1982 cost of the new airport and surrounding 
infrastructure, including a new town and access roads and 
bridges, had been estimated at HK$37 billion (US$4.74 billion), 
but consultants' estimates of the projected cost by the year 2000 
had risen to HK$35.4 billion for the airport alone. As for the 
existing airport at Kaitak, 
the fifth stage of its expansion 
programme was set to go 
ahead to raise capacity to 15 
million passengers a year 
from the present 10 million, 
but saturation point was 
expected to be reached by 
1990. 

Airlines in general were 
far happier with 1983's 
revenues than the previous 
year's figures as hard cost- 
cutting measures bore fruit 
and operating figures edged 
back into the black. A major 
factor was lower-than- 
expected fuel costs. 
However, the industry as a 
whole faced a US$1.2 billion 
loss for the year, according 
to the International Air 
Transport Association’s annual meeting in New Delhi in 
October, with operating profits of US$500 million wiped out 
by US$1.7 billion in interest payments. With this level of debt, 
purchasing new equipment to replace relatively inefficient older 
aircraft was problematic and Boeing, McDonnell Douglas and 
Airbus Industrie were engaged in intense marketing battles in 
various parts of the region for much of the year. 





announced a switch by Thai International from an Airbus 

order to 767s, turned into a failure when, after much 
diplomatic lobbying by Airbus’ various European partners, the 
order was switched back to Airbus. Thai had originally ordered 
two A300-600s, a longer-range and slightly larger version of 
the familiar A300, with General Electric CF6 engines. General 
Electric was unable to deliver the new version of the engines 
within the promised time, prompting Thai to turn to the 767ER 
(extended range). However, Airbus then offered substantial 
discounts — rumoured to be US$10 million per aircraft — and 
after several visits by various European diplomats Thai reverted 
to the A300-600. Thai also agreed to start a joint service with 
domestic carrier Thai Airways between Phuket or Haadyai and 
Singapore. In December Thai International announced an all- 
time record profit of US$28.2 million. 

Happier news for Boeing came in June, when Singapore 

Airlines (SIA) ordered a US$1 billion package of four 757 short- 
to-medium range aircraft and six more 747-300s. These took 


4 n apparent success for Boeing in late 1982, when it 
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SIA's 747-300 orders to 14, and the airline introduced the first 
three of the 422-seaters (with 42 business-class seats on the 
upper deck) during the year. Part of the deal involved Boeing 
buying used SIA 747s, DC10s and A300s, though part of this 
offset changed later in the year when SIA sold two DC10s to 
Bangladesh Biman in Biman's first purchase of wide-bodied 
aircraft. 

SIA announced in August that its profit from airline 
operations was up 113% in the year to March 31, but its group 
profit fell by 16%. SIA also faced several problems, such as a 
decline in passenger traffic from Jakarta because of Indonesia 
imposing a stiff travel tax and reduced revenues from routes to 
the Middle East because of a fall in worker traffic as construction 
projects there were cut back. 

The same problem also seemed likely to hurt Philippine 
Airlines (PAL), for which worker traffic is a major source of 
earnings. PAL’s finances were hurt in any case in 1983 as an 
indirect result of the assassination of opposition leader Benigno 
Aquino at Manila 
International Airport 
on August 21. Aquino 
had arrived aboard a 
China Air Lines (CAL) 
flight from Taipei, and 
Manila decided to ban 
CAL from the 
Philippines as a result. 
The government had 
previously announced 
that it would ban any 
airline which brought 
Aquino back to his 
homeland. Taiwan 
then banned PAL, and 
it was not until 
September 16 that the 
mutual bans were 
lifted, after losses 
estimated at US$20- 
30,000 a day for each 
airline and an 
unexpected bonanza 
for Hongkong's Cathay 
Pacific, which picked up 
a lot of business from AN. Ae 
peopletakingtheless | ""*4 
direct Taipei-Hongkong- |. 
Manila route. The 
assassination also led to 
asharp decline in 
tourism in the 
Philippines which, 
combined with a 
devaluation of the peso, seemed likely to damage severely 
PAL's efforts to fly into profitability. 

Cathay Pacific experienced what one of its officials called a 
“year of consolidation,” adding flights to established routes, 
though its plan to open routes to Europe met opposition from 
India — specifically, on Cathay's intended Hongkong-Frankfurt 
operations — when Cathay was unable to obtain New Delhi as 
a mid-route stop. Cathay in late December announced a new 
twice-weekly service between Hongkong and Dhahran, to start 
on January 31. Cathay extended — albeit belatedly — its 
business class over its entire fleet, matching earlier attempts by 
many other carriers to cater to higher-yield business traffic. 
Cathay made money in 1983, declared firmly that it was happy 
with its present fleet of 747s and TriStars and seems likely to 
stick to these two types for the next five years or so. Airbus has 
been active in promoting the A300-600, but Cathay is said to 
regard the aircraft as too small to replace the TriStar and, in 
any case, takes a very conservative view of twin-engined aircraft 
on long over-water routes. The status of Hongkong's landing 
rights and Cathay Pacific's traffic rights, if and when Hongkong 
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Rajiv Gandhi, pilot son of India's premier, greets KLM DC2 crew members on a commemorative flight. 


* 


becomes a special administrative zone of China, has not been | 


clarified and, though it would technically be possible for China - 
to grant dual designation to CAAC and Cathay Pacific with 
regard to international rights, this might not accord with 
CAAC's view of how things should be run. 

Indonesia's Rps 150,000 (US$153) travel tax hurt Garuda's 
outbound traffic to nearby Asean destinations, but the country's 
relaxation of previously cumbersome visa restrictions promised 
to boost tourism generally and hence aid the state carrier. 
Further south, Australia's Qantas decided to break with the 
recent past and ordered six 767s for its shorter routes, at the 
same time ordering three 747-300s to modernise further its 
previously all-747 fleet. Six of the 24 older 747s will be sold. In 
December Qantas also announced a A$34.4 million (US$31.2 
million) operating loss for the year to March 31, 1983, but said 
that since then it had turned the corner and expected to break 
even in 1983-84. And south again, Air New Zealand's tough 
new management turned the company around from an 
operating loss of NZ$90 million (US$59.2 million) in 1981-82 
to a half-year operating profit of NZ$10 million to September 
30, 1983. Part of the recovery was due to the disposal or lease 





iof six surplus DC10s, plus a reduction and reorganisation of 
staff. A concerted effort to control costs and to switch the 
marketing emphasis away from cheap package tours has also 
paid off handsomely. 


switching from Boeing 707s to re-engined DC8-73s for its 

international routes. A team of advisers from KLM Royal 
Dutch Airlines arrived in Port Moresby in February to help 
Air Niugini upgrade its management expertise and ruled out 
the prospect of the airline opting for 747s or other wide-bodied 
aircraft because the average passenger load per aircraft was 
only about 200. The airline's weekly tripartite service with 
Cathay Pacific and Air New Zealand between Hongkong, Port 
Moresby and Auckland, operated since November 1982 by a 
Cathay Pacific 747, was believed likely to be switched back to a 
smaller aircraft twice a week, though some worries were 
expressed about possible market resistance to a narrow-bodied 
aircraft. 

To the west, Malaysian Airline System (MAS) and SIA 


I n September, Air Niugini was reported to be thinking of 
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for den) year, uds Db MAS twice a week, MAS was ; 
expected to be another airline to suffer from the Middle East's 
reducing need for foreign. uc 








P 
for the year to March 31 
ape a route to » China. 







need in in a major battle with Pabsan 
International Ai ies (PIA). Gulf Air was pushing for a 
crackdown on illegal discounting of fares, but seemed to be 
using heavy leverage on travel agents as a weapon to force 
-Pakistan to grant more landing rights — a move which was 
resented by PIA. In July, PIA announced a profit of Rs 433 
million (US$33.8 million) and said it planned to replace its 707s 
and 720s with wide-bodied aircraft. 

Unhappiness emanated from Air Lanka in Colombo i in 

yer, when it announced that because of Garuda's. 
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being forced to shut down the route as it had become 





| of services to Sri Lanka from Jakarta and subsequent | i 
"restrictions on Air Lanka's traffic from Jakarta, Air Lar ka was 











The abrupt cancellation by McDonnell 
Douglas (MD) of two major aircraft 
projects in November 1983, has left is 
competitors, Boeing in the United States 
and European consortium Airbus 
ndustrie, wondering whether MD 
become the ninth US manufac ures 
aircraft to get out of the airliner bu 
— the list began with Ford it 

































inp nion the rules o of a game which ove p 
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uneconomic. Air Lanka was upgrading its fleet of four TriStars | pla 


in search of greater economy and was badly hit by the massive - 

fall in tourism following 1983's civil unrest in Sri Lanka. i 
In late September, Boeing announced a major coup with 

JAL ordering nine 767s to replace its aging DC8s and thinking. 


of ordering a further six. JAL also planned to order a short- |. | - 


range 747-100 and two 747-300s, bringing its total 747 fleet to 
49 by 1985. JAL also announced a US$77.8 million profit for 
the six months to September : 30 and said operating revenue 
was almost as much as in the same period of 1982, while 
operating costs had been reduced by 4.3% through strict 
controls, JAL also announced à mE drive to get the 









A newcomer to the trans-Pacific battle for passengers, United 
Airlines of the US, started flying daily non-stop services 


between Hongkong and Seattle in mid-year and, afteraslow — | tl 
, reported that business was booming by its third month of nd 





erations in August. 

British Airways (BA), a far trimmer and more efficient ^ 
mpany of late, announced its first operating profit — qn 
million (US$102. 9 million) — in three years, but was still | 
saddled with £1 billion in debts. It also announced that its figures 
on the Hongkong-London route were excellent, as did one of 


its direct competitors on the route, British Caledonian Airways, 


which increased its frequency to a daily Hongkong-Gatwick 
service. The third competitor on the London route, Cathay 
Pacific, began operating a non-stop service on the return trip 
to Hongkong. BA Helicopters, well-known for North Sea oil . 
rig operations, got a foot in the door of the China market with 







Mai au. It was hoped that services would start in mid-1984. In 
E wo BA helicopters were sent to China on lease to 
tak parti in oilfield services, to be flown by BA-trained CAAC 
pilots. . 

Overall the mood of most airlines changed during 1983 from 
stark gloom over 1982's figures to cautious optimism. Cost- 
cutting measures have worked well, and shifting into higher- 
yield markets has proved successful. And if the recession 
continues to be beaten back, managements will be seeking ways 
of financing still more re-equipment programmes to take.. 
advantage of the ¢ 
CHIEN technolc By | 
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were € needed to cope with extra 





problems. 

Some examples in the region are Malaysian Airline System 
(MAS), which last year took the first option by buying Boeing. 
747s from British Airways (BA), which in turn was seeking 
newer models of the 747 with different engines and increased 
range. However, MAS had previously. taken the third option 
by buying Airbus A300s. Hongkong-based Cathay Pacific took 
the second option by expanding its fleet of 747s (admittedly © 
including one — a freighter — bought second-hand from B. 
and retaining its fleet of Lockheed TriStars. Singapore Airl 
(SIA) took the third option: after its earlier record US$800 
million order in 1978 for 19 747s and.six 727s, it decided to roll 
over its fleet in two stages, beginning with an order for eight 
larger 747s and six A300s worth US$1.6 billion in 1981, and 
following up with an order in May last year for six more larger. 
747s, four 757s and six A310s worth US$1.43 billion. 

These purchases by SIA have naturally aroused comment . 
among other airlines that rolling over the fleet so fast looks lik: 
an obsession with having a young fleet rather than sound 
business practice. SIA's managing director, George Ch 
countered this by saying that the depressed state of the 
favoured the buyer, which might not be so in future, and: 
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SIA had no trouble in disposing of its older aircraft — Boeing 
and Airbus both agreed to take some of SIA's fleet, and SIA 
managed to sell two DC10s to Bangladesh Biman. Also, apart 
from the fuel savings brought by new technology and the lower 
maintenance costs of newer aircraft, SIA says that passengers 
notice and appreciate a new product. 

Cathay's approach has been more conservative. Various 
officials have said that the airline is unlikely to order a new 
type of aircraft for the next five years — despite much pressure 
from both Boeing and Airbus — and will look to various 
modifications to airframes and engines to tweak more 
efficiency out of its fleet. MAS has been still more cautious, 
and until recently was coping with increased demand by using 
an extra A300 on a short-term lease. 

Decisions as to which option or mixture of options to adopt 
are rarely clear-cut, involving as they do an amalgam of factors 
including projected expansion, balancing the desirability of 
using different aircraft types for specific routes against increased 
maintenance and crew training costs and seeking maximum 
efficiency. MD's cancellation of its new aircraft projects, one a 
short-range narrow-body and the other a replacement for the 
DC10, simplifies the range of new aircraft available but at a 





Boeing 757, nal assembly: uncluttered cockpits. 


price — that of restriction of choice for the airlines, as well as 
the loss of a technological bridge between aircraft currently in 
production or whose design is completed and those whose 
design is now only just beginning. 


end of the market, in which it is offering the 747SP 
(special performance) with about 290 seats and ultra- 
long range, the standard 747-200 with a capacity of about 450 
passengers and the 747-300 with the stretched upper deck and 
a capacity of about 500 passengers in normal configuration. 
First Asian buyer of the 747-300 was SIA, which has opted for 
a business class area with 42 seats upstairs, and this purchase 
has made other regional carriers look very closely at this type 
of aircraft, also ordered by Qantas late last year. 

In recent months Boeing has offered to convert 747-200s 
into 747-300s at a cost of US$11.5 million, a scheme which 
Cathay, among others, is known to be examining. Unlike SIA, 
Cathay is interested in using the upper deck for up to 69 
economy class seats, thus making possible a larger business 
class on the main deck. Such a conversion has disadvantages, 
however — apart from revenue lost while the extensive 
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B oeing is thus left virtually in command of the long-range 








structural changes are made, the 747-300 is 9,500 Ibs heavier 
than the smaller 747-200 and, though slightly faster because 
the extension lessens aerodynamic drag around the upper dec 
area and fuel-burn per trip is about 1% less than on the 747-2( 
the weighty penalty means a loss of range of 450 miles using 
the engines fitted as standard to the smaller aircraft. 

In this respect Cathay might be at a relative advantage to 
other carriers because of its use of Rolls-Royce engines which 
through a series of incremental improvements, have already 
had their thrust increased, their operating temperature lowere 
(meaning a longer life for the turbine blades) and their fuel 
consumption lowered by 4%, with the prospect of another tw« 
percentage points less fuel consumption later this year. What 
was formerly seen as a disadvantage of Rolls-Royce engines — 
their weight, at about 1,000 Ibs per unit more than the rival 
Pratt and Whitney or General Electric products — may now 
turn out to be a plus, because most of the extra weight was a 
result of Rolls-Royce engines having heavier casings than the 
others. 

Heavier casings mean a greater safety factor in case of bladi: 
breaking, as well as greater rigidity and hence a reduced 
tendency to distort into an oval shape over time, thus reducin; 
loss of efficiency following increased clearance around blade 
tips. Other manufacturers are now making their engines more 
rigid, hence being forced to add weight at the same time as 
working to improve thrust and fuel 
consumption, so that the weight increases 
will offset some of the gains in fuel efficienc 
In money terms, à 4% reduction in fuel — 
consumption means a saving of about 
US$700,000 per aircraft per year for Cathay 
assuming a fuel price of US$1 per gallon. 

The next step seen by Boeing for the 747 | 
likely to come in about 1990, with a stretche 
747-300 fuselage capable of carrying 550-60( 
passengers and using a new wing of 240-250 
ft span compared with the present 195 ft. Th 
new wing would embody new technology to 
make it far more efficient than the present 
747 wing. Beyond that, there is a plan to 
stretch the upper deck all the way to the tail 
giving space for 600-800 people in normal 
(mixed class) configuration, but leading to 
worries about having too little belly capacity 
for the baggage carried by so many people. 
How much other new technology might be 
applied to the new 747s is open to debate — 
sticking to the 747's present proven systems 
would result in a lower cost, but this 
advantage must be traded off against gains 1 
efficiency. 

In the medium-to-short-range areas, 
Boeing is offering the twin-engined, 210-sea 
767 (already operated by All Nippon Airway 
China Airlines and Ansett and now on order for Japan Airline 
and Qantas) and the 175-seat 757 now on order for SIA. Both 
these incorporate new technology, particularly in terms of 
electronics, with cockpit systems automated and presented on 
large screens in integrated displays, doing away with much of 
the clutter associated with other cockpits and eliminating the 
need for a flight engineer. Both offer a level of efficiency neve 
achieved so early in the careers of previous aircraft in terms of 
fuel consumption, reliability and ease of operation. 

At the short-range and of the scale, Boeing is offering the 
120-seat 737 and the stretched 737-300 with 140 seats, plus 
improvements to make the basic 737 more efficient. Boeing is 
also talking of a 7-7 with 150 seats, but this is unlikely to becom 
available until the late 1980s. 

Airbus is offering its standard twin-engined A300 with abou 
250 seats for short-to-medium-range routes which, though 
widely in use in the Asian region, has proved slightly too large 
for many of the markets it serves. A smaller derivative, the 
A310 with 225 seats, has recently started service in Europe am 
has been ordered by SIA. The A310, a direct competitor for 
the Boeing 767, has cockpit and systems technology comparabl 
to that of the 767, with a slight edge in the use of digital 
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Designed by pilots. 


This is the flight deck of the world's 
most advanced jetliner, demonstrating 
Airbus supremacy in ergonomics 

Perfected by pilots, with pilots in 
mind. 

Providing clear, logical, “Need to 
know’ in-flight data for optimum 
operational efficiency and minimun 
maintenance. 

Airbus. Putting all the advantages 
on your side. 


© Airbus 
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OUR CHILD 





CIENCE FICTION IS FAST BECOMING 
SCIENCE FACT: Of all the world's great 
science fiction writers, few have 
predicted so many of the technological 
advances our children are facing today as 
Arthur C. Clarke. 

In the film, 2001: A SPACE ODYSSEY 
Clarke and director Stanley Kubrick 
shattered the imagination barrier and gave 
us a dramatic picture of the way technology 
will affect our future; a future in which our 
children must be computer-literate in order 
to be successful. 

An ATARI home computer could be the 
single most worthwhile investment you 
ever make for your child because ATARI is 
dedicated to the emerging computer 
literate generation. 

ATARI's advanced hardware anc 
software is not only designed to provide 
a thorough understanding of the computer, 
but to assist with your child's total education. 

And, because ATARI is so easy to use 
and so easy to understand, it enjoys 
enormous world-wide popularity. 

As a result, there are already thousands 
of ways to use the computer and more 
coming all the time; from serious subjects 
to games, each with an educational 


benefit for the future. 
Your child needs an ATARI 
computer now. 
After all, 2001 is only ATARI 
seventeen years away. 
Dav 


Tomorrow's adult needs an 
ATARI computer today. 








Featured, the 600 XL™ the newest addition to ATAR 
comprehensive XL ronge of home compute 


*unchallenged authority! 


There is no doubt amongst leading top management as to which publication 
is considered the most authoritative in the region on coverage of Asian busi- 
ness affairs. It’s the Far Eastern Economic Review by an overwhelming 
majority! 


*unparalleled coverage! 


No other publication in Asia or anywhere for that matter provides such 
depth and breadth of coverage of events throughout the region. Don't just 
take our word for it. Ask the people you look up to and respect the most 
which publication they turn to for unparalleled coverage of Asian news. The 
overwhelming response will be the Far Eastern Economic Review! 


* unequalled performance! 


Since January of 1974, the Review has grown in size from just over 20,000 
copies per issue to its present circulation of more than 60,500 copies per 
ISsue. 


The widest horizons of technology. 
FROM THE HEART OF MAN 
TO THE HEART OF SPACE 


THE MOST COMPLETE RANGE OF 
AEROSPACE PRODUCTS FOR CIVI 


AND MILITARY APPLICATIONS 





No other publication in the region can match its performance. In fact the 
Review's circulation has grown by a number larger than the total present 
day circulation of any of the publications which started during the years in 
question. 


A growing number of advertisers have taken full advantage of this impres- 
sive growth. The Review has increased its ad page volume from 1,458 in 
1978 to 2,514 in 1983. 


Advertisers know beyond question that the Review reaches the highest con- 
centration of Asia's most important people. And they know that as an effec- 
tive advertising vehicle, its performance is unequalled. 


For Advertisers who take Asia seriously 
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^N Airb ous is also r tn keting its / 1300-600, the basic A306 
os eer "C her w 26 seats, | reple eme 

and Morgen versions of the DC10, but is meetin 
resistance because of the tri-jets' 270-280 seat capacity and 
longer range. 

Airbus’ next major project, to which it is now firmly 
committed, is the short-range, 150-seat A320, which has so far 
found no customers in Asia for its projected 1988 availability. 
This type, offering a still higher level of technology and 
efficiency, would then be in competition with the Boeing 737- 
300, which would have the advantage of several years of 
availability to trade off against its lesser efficiency. Airbus is 
also seeking to extend its range of aircraft into a family to 
cover all requirements, but will be hard pressed to break into 

the long-range market. 

MD is left with the twin-engined MD80, formerly known as 
the DC9-80, a derivative of the long-running DC9 series. This 
has a capacity of about 160 seats and has a better cockpit 
presentation than its predecessors, but is still based on what is 
now old technology, and in Asia has found favour so far only 
with Japan's Toa Domestic Airlines and China's CAAC. 
However, the latter's purchase of two is more a political than a 

commercial decision. 
MD's DC10 production line is now being kept alive bed 


| adit xd the right fing ue. In 1983 MD ER a í 
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series of long-lease deals with its MD80 as a means of helping 
the airlines operate newer equipment without having to use 

scarce capital resources, a move which has forced the other — . | 
manufacturers to rethink their usual methods of financing : 
purchases. Creative finance has become a new buzzword inthe _ 
industry. Y 


range of smaller aircraft available for domestic SP 
services, including new versions of the Fokker F27 and - 
F28. The most interesting is the Casa-Nurtanio CN235, builtin 
Spain and Indonesia. The joint design and production work at a 
Madrid and Bandung has stepped up from the CN212 utility — 3 
aircraft to a pressurised mini-airliner with 39 seats or capacity - 

for four standard LD3 freight containers. Its lack of elegance is | 
misleading, as it is intended as a multi-role aircraft for short 
routes and already has 110 firm orders. With Indonesia'slarge | 
domestic requirement for such an aircraft, the success of the R * 
project seems as assured as it possibly can be at this stage. [ 

The stakes in the airliner business remain high — the 

projected market for commercial jet orders in 1982-2000 is 6,70 ) 


s t the other end of the airline scale, there is a large D 



























byorders for an units worth some — 
airborne fuel-tanker cette US$300 million, of 
version, the KC10, | which 52% are wide- | 
for the US Air Force. bodied. In the US, a. 
The DC10's massive upturnin 
reputation has not orders is not foreseen - 
recovered from the until the latter half of 
furore following this decade, as most — 
accidents at Paris and airlines — except on 
Chicago. Although replacements of 
the design problem Boeing 707 and Di CR 
which caused the fleets — seek to 
Paris tragedy was improve their balance ce 
fixed and the Chicago sheets. In the current 
disaster was caused environment of fare 
by an incorrect wars, it is difficult to - 
maintenance see how many of 
procedure, the type's them will be able to- 4 
public image became afford new products, — 
irreparably tainted, and opinions differ | 
despite the fact that sharply on how to Bees 
DC10s have since out of the red. 
' flown millions of At a Lloyd’s of 
people millions of London conference | 
miles in perfect safety. oncivilaviationin 
MD's eventual New York in October 
response was to offer m MOX oT tse 1983, the winning 
a new type called the — |New Boeing family members: 757 and 767 twin-jets. strategy was 
MD100, based on the repeatedly said to be — 


DC10 but incorporating newer technology. Air India was 
reported to have been very interested, but lack of interest 
elsewhere led MD to terminate the project and, at the same time 
to terminate a plan for a small, 100-seater called the MD90. Also 
gone as a result is a plan for a 150-seater to compete with the 
A320 and the projected 7-7. Another reason quoted by MD for 
dropping the projects now was that there is at present a great 
deal of embryonic new technology, particularly in the digital 
and microprocessor electronics fields and hence to commit to a 
design now would be to miss tremendous advances which should 
become commercial realities in the next year or two. 

But it is too early to say that MD is leaving the civil aircraft 
arena for ever. MD's reasoning that there is no reason to expect 
a massive upturn in orders in the short term because of the 
airlines’ financial weakness is hard to dispute, and taking a 
breather for a year or two to allow the balance sheet to recover 
— while Boeing and Airbus scramble for orders to justify their 
enormous financial commitments to their present projects — 
may in the long run turn out to be an entirely sensible strategy. 
Itis all a matter of timing — waiting for an upturn in the airline's 
fortunes which will prompt a spate of orders, and positioning a 
E company to be able to assi in with mg tiga 
ae E yer Wd, 
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- In reality, this is merely a dressed-up form of discounting fares | 
— something which has already led to red ink on many balance 





to find a market niche and then defend it and not to fight battles — 
that could not be won. This very basic philosophy goes against 4 | 
the ethic of previous years, which was to expand or die — but 
exceptional times require exceptional measures, even if now — 
what is exceptional is a return to basics and a dumping of exotic 
schemes. 

One US method of attracting passengers that has not yet 
reached Asia is the mileage credit scheme: for every trip, a. 
passenger is given a credit of a number of miles based on the - 
length of the trip. When the total credit with a particular à r 
airline reaches a pre-set total, the passenger is then entitled to 
a free ticket up to a certain value. For the regular business 
traveller, this allegedly develops a loyalty to a particular airline, | > 
and given a series of long-range flights can lead to a customer 
receiving free first class, round-the-world tickets for two. It 
would probably take only one Asian airline to start such a 
scheme for most others to feel obliged to follow suit — with — 2 | 
the scale of the giveaways being determined by the airline which 
was initially the most generous with its at present empty seats. — 
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_ The plastic plane is almost here 


Just as the economic climate has led to 
changes in business attitude by airlines and 
manufacturers, technology has brought 
about its own revolution. Technological 
change — formerly clearly visible in a 
massive shift such as that from piston 
engines to jets — is now far less obvious to 
the passenger but is now proceeding so fast 
as to be almost bewildering. Its impact on 
increased safety is going to be enormous — 
but huge changes in thinking are going to be required if the 
new technology is to be fully effective. 

At the basic end of the technological scale, a major change 
has been taking place for several years in aircraft structures. 
Metal has its limitations — particularly weight — and the age 
of the plastic aircraft has almost arrived. Plastic is a word 
associated with fragility and cheapness and it has been replaced 
in the aircraft industry by composites which, while technically 
more accurate, merely means plastic of aircraft quality. Several 
plastic aircraft have been built over the past 20 years or so, 
culminating with the twin-turboprop Lear Fan now undergoing 
certification trials, but all have been in the glider or light aviation 
bracket. Experiments with plastics on airliners have naturally 
been made far more slowly and cautiously. Nevertheless, plastic 
components have been increasingly used aboard airliners and 
their use is likely to become far more widespread throughout 
aircraft structures in future. 

Composites are mixtures of several disparate materials, 
normally webs of cloth-like material embedded in a plastic 
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substance. Almost all loads are carried by the cloth’s fibres, 
with the plastic merely holding the fibre in place. The fibre 
layers can be wrapped, curved in a particular shape or arranged 
across each other before the plastic — usually epoxy resin — is 
put on, hence making the creation of a particular shape far easier 
than with the equivalent metal structure and far lighter. 
Principal materials in use are glass fibre, graphite — more 
usually known as carbon fibre — and Kevlar, which is a 
synthetic. Glass fibre is the cheapest of the three and is| extremel 
flexible, leading to a springy structure. Graphite is very strong 
in both tension and compression, resulting in a stiff structure. 

Kevlar has a high tensile strength but low compressive 
strength, so tough that bullet-proof vests are made of it. Kevlar 
is more expensive than glass fibre but is difficult to cut to shape 
because of its very toughness. Carbon fibre is easier to use but 
is the most expensive of the three materials. In aircraft terms, 
compared with metal, the composites have strength-to-weight 
ratios similar to that of aluminium but are only about half as 
stiff. In practice many parts of an aircraft do not require that 
much stiffness and hence much weight can be saved by using 
composites instead of metal. The Lear Fan, for instance, which 
is made almost entirely of composites, is claimed to be about 
40% lighter than the equivalent metal structure. 

Weight is just one advantage. Composites also resist cracking 
and fatigue, both of which affect metal. They also allow easy 
forming of aerodynamic shapes, while bending metal into 
compound curves is costly. Composites have smooth surfaces 
which hold their shape under load and the fibres can be oriented 
in the direction from which loads will come, thus putting 
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KLM three-man cockpit: in the old days of confusing cockpit clutter. 
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strength where it is needed. Also, composites have less drag 
than metal surfaces, are long-lasting and easy to repair. 
Disadvantages are that composites need a protective coating 
against ultraviolet radiation (as produced by sunlight), some 
may absorb moisture and they are weakened by heat. 

First major airframe to use Kevlar in a big way was the TriStar 
in 1972, on which Lockheed claims to have saved 800 Ibs of 
airframe weight by using 2,500 Ibs of the material on interiors, 
control surfaces, wing, elevator and rudder trailing edges and 
wing-to-fuselage fairings. Lockheed has said that the material 
has presented no major defects in many thousands of hours of 
airline service. Similar use of Kevlar and carbon fibre has been 
made on the Boeing 757 and 767, with the 767 saving more than 
2,000 Ibs of weight because of it. Further research is being 
conducted into mixtures of the three materials in various 
combinations — as well as with other synthetics — and their 
application is bound to become more widespread. Apart from 
the advantages already mentioned, composites do not corrode 
and so — when eventually ways are found of using them 
successfully in primary structures such as wing spars, stringers 
and belly skins — corrosion-protection will become far less of a 
headache to airline maintenance chiefs than it is at present. 


the 1960s big turbofans cut the specific fuel consumption — 

the measure of a jet engine's efficiency in pounds of fuel per 
hour per pound of thrust — by 25% and since then about 5-7% 
more improvement has been tweaked from engines without 
iny basic change in their configuration. Rolls-Royce’s short, 
hree-shaft RB211 has for long held the lead in retaining perfor- 
mance over time, with the disadvantage of its extra weight coun- 
terbalanced by its extra rigidity. But the United States manufac- 
turers’ work on controlling turbine-blade clearances and other 
items may soon enable them to match at least some of Rolls- 
Royce's performance. Much work has been done on increasing 


I ntensive research is also going on in engines. At the end of 
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A300 two-man control area: the final stage will be the fully automated aircraft with only one pilot-monitor. 
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the aerodynamic efficiency of the inside of the engine, smoo- 
thing previously turbulent areas where the air leaves compres 
sors and enters combustion chambers, plus the use of digital 


electronics to control fuel flow precisely to obtain the maximum 
from each drop of fuel. 
Such work is far more than mere tinkering, but is still unlikely 
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u ap in per c th 
ht to the dawn of the wide-bodied airliner « era. “Fuel price 
10 longer so critical, though this is regarded as a temporary 
state, but the improvements will benefit such areas as exhaust 
emissions, noise levels, engine life span and operating costs. 
‘urther ahead is the use of ceramics to permit higher operating 
emperatures. Still further ahead is a return to the propeller — 
ot the vast, three- or four-bladed item of the past, but more 
ke the front fan of a big jet engine with perhaps seven blades 
ramatically curved and shaped for efficiency, which according 
n: designers would move an airliner along at almost the same 
cruising speed as is now achieved by the big jets. Opinions are 
mixed about the prospects for the new propeller; many see it as 
practical only for the smaller, domestic airliner and a major 
advance in engines themselves due i in the early part of the next 
century. 


and engines, the greatest jump has been in applying 

digital electronics to aircraft. both in control systems 
and presentation of information to the crew, with the most E 
startling advances just around the corner. It is in this area — 
because of the dramatic changes brought about by advances i in 
cone — that np it il in te. have jud 


D: significant AA finde | in composite materials 


ch act upon Yordérs (the ei a stored in. 
emories. „Programmes can be changed without having 
stall new. circuitry (hardware) anda ka can be 
oravariety of tasks, 
ft controls, sensors and i instruments are often 
inuous signal (analogue) devices, so a converter is needed 

| the system to change the signals into digital form — broken 

p into separate bits of information. Once data is in digital form, 
it can be transmitted around the aircraft as required via a data 
bus: each bit of information is coded individually with an 

ddress, so that instead of an enormous jungle of wiring being 
needed, a single set of wires can carry packets of information 
prefixed by a tag identifying the information and its destination. 

he process of attaching the prefix and assembling the data so 
it can be sent along a wire surrounded by other data is called 
multiplexing. 

Most previous attempts at upgrading aircraft electronics have 
involved a hybrid of analogue and digital systems. Technology 
developed for military purposes has spilled over into the | 
commercial field and today there is already a high degree of 
automation in wide-bodied aircraft. The basic automatic unit 


with which most people are miliar is George — the automatic 


pilot. From being merely a device to hold an aircraft at a 
constant height and on a selected course, the automatic pilot i is 
now interfaced with an air-data computer and an inertial . 
ivigation system so that it will fly the aircraft along a route 
into it by the crew, telling the crew the aircraft's present 
sition whenever it is asked and also alerting the crew to the 
| of pre-set waypoints along the route. It will also make 
' E La opening, on the gnn of an airport's — 


sting jue flow. ir maximum melde in any nt 
d this too can be integrated with the automatic pilot. 
dimension - nds not yet reached airline 


| eronautics and ; ‘Space Administration 
imensional automatic pilot can take 
ud t route, make an approach and land precisely 
| thus. pointing the way to precise spacing of air traffic 
ie ending of delays as a result of early or late arrivals 
ng aerial congestion near airports. 
ne e 





es is evident on a visit to the cockpits of 757, 767 and Airbus 
10 airliners: gone is the previously confusing clutter of 
ments and in their place are sets of TV screens, presenting 
ntegrated form all the information (and past which used _ 





electrical and hydraulic systems. The A310 is already in: 


E TA has taken this line of thinking one stage further | 


| let him do so. More important | 





have so- -called glass cockpits with still less clutter and still more 
information instantly available. 

Much of the credit for the implementation of this style of 
technology — long the subject of experiments particularly at 
Boeing and Airbus Industrie — must go to Indonesia's Garuda 
whose order for the forward-facing cockpit on its A300s foretold 
the end of the sideways-facing flight engineer’s station 
everywhere over the next decade and the advent of two-crew 
operations on large aircraft. 

The new cockpit TV displays present to the pilots all the usual 
details of height, speed, attitude, radio-beacon signals and the- 
like, but integrated into two large screens: the top one for’ ` 
aircraft speed, height and attitude and the lower one for 
navigation, with the information converted into an electronic 
presentation of the aircraft's route and with weather radar 
information overlaid, The engine and systems panels between. 
the pilots display all conventional engine information but have 
been changed into an animated, coloured version of the 
aircraft's engineering manual, so that a problem is colour-coded 
according to its severity and the screen also gives the necessary 
corrective action. Push-button switches too have been re- > 
thought so that they light up to indicate a lack of function of ` 
the equipment they control: push the button to switch off the ` 
equipment and the light goes out, followed by a corresponding, 
indication on the TV screen. The idea is that a quiet, dark — : 
cockpit is better than one with a confusing array of indicator 
lights. 

Next stage of the revolution is another commercial 
application of technology which has been in military use for 
several years — fly-by-wire controls, controlling an aircraft. 
without heavy and clumsy combinations of mechanical, 








commercial service with electronically-controlled elevators. and 
ailerons, but with a manual system as a back-up. Soon to come 
is the A320, in which a bank of electronic sensors act as the relay 
between the pilot and the control surfaces, with: computers and 
electric cables replacing the hundreds-of-pounds weight of stee 
cable, rods, pulleys, bellcranks and actuators in current system: 
The desire for an all-electrical system was born mainly from 
the RUE Search form aneans ies Mi aircraft Bus with 
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bean unstable configuration. 
Moving the centre of SA arwar de reduces- drag and 
requires a smaller tailplane, again saving weight. 








and has been experimenting with an A300 rigged with a 
sidestick control column, similar to that in the General 
Dynamics F16 fighter. This, with a conventional set of controls 
on the other side of the cockpit, has saved about 45 Ibs through 


dispensing with the captain's control column in the centre and 


gives the pilot an open view of his instrument panel. The. 
sidestick works through sensing the force exerted by the pilot 
as well as the amount of displacement and moves the control 
surfaces accordingly. According to Airbus, it will lead the way 
to the ultimate standard aircraft: if all aircraft h ve sidestick 
controllers, with the computers programt 3 
account the aircraft's safe limits for co: 
pilot cannot overstress an aircraft 
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the attitude he wants - — and. Bids it there — 
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| investigation in 1982 for two-pilot operations in aircraft | 
specifically designed for two pilots. Aircrew unions were 
expressing worries about large aircraft being operated by only 
two pilots, apart from manning considerations, because larger 
aircraft tend to have more complex systems than, say, the 
BACI11 or DC9 which have been flying with only two pilots 
for many years. Manufacturers and various airlines expressed 
the view that in some situations a third man in the cockpit was 
more of a distraction than a help, particularly when there was 
not really enough work to split among three people. The task 
force’s findings won the day, so that it is theoretically possible 
that the next version of the Boeing 747 jumbo will be flown by 
only two pilots, with perhaps one extra relief pilot for long 
sectors. The technology to achieve this is already in place — 
any problem will be one of public acceptance. 

Another human problem which is worrying the industry at 
present is known as automatic complacency. Many of the 
smaller details have been taken over by electronics, in some 
ways eroding the captain’s authority but more importantly 
giving pilots a less active role. Increasing automation means 
that pilots receive less practice in practical handling of an aircraft 
and increasing reliability in automation means less practice at 
handling difficult situations. The pilot's role has already 
changed him into a monitor and checker and a trend towards 
relaxing too much and letting the machinery handle a flight has 
been noticed. 

ü A classic example of this trend has occurred since the 
ntroduction of inertial navigations systems (INS) in the late 
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Mini side-stick controller: conventional controls on the other side. 
1960s. An INS, properly programmed, will navigate an aircraft 
over thousands of miles with only a few miles of error at the 
end of the route — without reference to ground-based radio 
beacons or any other external aid. It is not unknown for pilots 
to have set up the route on the INS and then taken turns 
sleeping, with one person (and occasionally none) watching the 
aircraft’s systems and making the appropriate position reports. 
Although such cases are by far the exception rather than the 
rule, the fact that they have occurred in some very reputable 
airlines is in itself cause for concern, 

A long, overwater flight can be excruciatingly boring for the 
cockpit crew, with little work to do and a long time in which to 
do it. At present the human pilot is the only instrument capable 
of absorbing and acting upon matters external to the aircraft, 
such as weather en route and at the destination, but as computer 
capacity and software sophistication increase, this too may 
change. Some new form of thinking is required to make the 
transition from all-powerful commander to technical monitor 
(but still commander) less conducive to inactivity. 

Accidents such as the tragedy that befell Korean Air Lines 
Flight 007 underscore the point that automation still requires 
human vigilance. Since 007's crash, other incidents of a similar 
nature have come to light. Palliatives offered so far include 
extra navigation gear such as the satellite-based global 
positioning system (which in any case will not be available until 
.. much later this decade) and do nothing to ensure that proper 
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use is made of equipment already on board today's aircraft. 
The ultimate solution to navigation problems would probably j 
be a satellite-based transponder system interfaced with the INS, 1 





so that a ground controller could call up an aircraft viaa 3 
computer linked to a radio and instantly receive the aircraft's | 
current position via satellite. This is already done, albeit at short — 


range, with aircraft altimeters and the jump to full position 4 
reports should not be that great in terms of technology. But " 
again, where does that leave the pilots? " 


Boeing asking for the rules concerning twin-engined 

airliners flying over water to be relaxed. At present. 
the International Civil Aviation Organisation (an arm of the 4 
United Nations) is considering a relaxation of what is known as | 
its 90-minute rule — meaning that at present a twin-engined E 
aircraft flying over water must be no more than 90 minutes’ E 
flying time from an airport in case of engine failure. The US » 
Federal Aviation Administration rule is 60 minutes at single- i 
engine speed, though it has granted exceptions in specific cases. 
A likely compromise is thought to be 75 minutes, but Boeing in e 
particular is now arguing that the reliability of the big engines 1 
powering aircraft such as the 757, 767 and A300 is such that it 5 
is time to relax the rule so that these aircraft, or longer-range 
versions of them, can fly more lucrative routes such as those 
across the Atlantic. This would also apply to some routes in 
Asia — where though for the most part flights around the region 
conform to the 90-minute rule without problems — there are = 
patches on routes around Indonesia where the big twins are d 
forced to take longer routes and hence burn more fuel than 
necessary. A 

Official reaċtion against such a proposal is far from merely I: 

emotional. It is not so much an engine failure which is the E 
potential problem, it is an aircraft's systems — and how many ? 
would be left operable with only one engine — which are the a 
worry. For instance, a four- or three-engined aircraft can have | 
an engine failure and cruise happily on towards its destination PF 
on three or two engines respectively with at least three separate, 
redundant systems still working. But on a big twin, one engine. 
out means the loss of 50% of the available potential power and — 
possibly half the available systems also knocked out. Also, an |.— 
engine failure on a big twin would almost certainly mean having - 
to drift down to a lower altitude because of less lift through less —— 
airspeed which in turn would mean a greater fuel burn. If the 
crew chose to descend far enough to use the auxiliary power 
unit — a miniature jet engine normally used on the ground to 
power the aircraft's systems — this would burn still more fuel. 


4 nother change in thinking has been prompted by 


The degree of overlap in aircraft systems — and the way that E 
minimum equipment lists are constructed — will need to be E. 
examined most carefully before the rule is extended. E S 


The final step which — though a long way off — is now almost 
within sight (thanks to electronic advances) is totally automated — 
flight with perhaps one human pilot aboard as a systems monitor 
and for public reassurance in the short term. As one airline 
official put it, if people were asked to get into a metal apparatus — — 
that would carry them into the air and take them to their id 
destinations with no human hand on the controls except for P 
someone to push the start and stop buttons, they would probably 
refuse — even though they have been doing it for years; the 
apparatus is the common-or-garden lift. There have been E 
occasional tragedies with lifts, but the vast majority accept lifts 
as a normal part of life and use them quite happily. A 

Providing fully automated aircraft can be made with a =a 
sufficiently high level of safety, then the human factors which A 
now are estimated to cause 70-75% of aircraft accidents would — .- 
disappear. It must, however, be remembered that this is many — — 
years away — and the reason that the human-factors accident = 7 
rate is so high is that other causes, such as mechanical failure, — .: 
have become extremely low through continuous efforts to M 
improve safety. ae 

These efforts are continuing, as are efforts to analyse human 
actions and reactions in the cockpit. As is often said in aviation, — — 
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KAL 007. - 


; A lengthy technical report by a team of 
AVIATION 94 experts from the International Civil 
ah oe Aviation Organisation (Icao) presented to 
a | Icao's council in December 1983 is probably 
the last word on what led to the disaster 
that befell Korean Air Lines (KAL) Flight 

KE 007 on September 1 when it was shot 

down by a Soviet fighter aircraft near 

Sakhalin Island, with the deaths of all 269 

i | people aboard. The exhaustively detailed 
report of this United Nations specialised agency tells of 
simulations of various types of navigational error — listing 
reasons for discarding those found least likely causes of the 
Boeing 747 being about 300 nautical miles to the right of its 
assigned route from Anchorage to Seoul — and arrives at two 
convincing possible scenarios. 

_ With studied understatement it lays firmly to rest any possible 
Suspicion that the airliner was ona spying mission for the United 
States or for anyone else and. merely by attaching a Soviet- 
issued report of the incident without comment, it allows the 
Soviets to make bath fools and liars of themselves with their 
own words. The report has not yet been formally adopted by 
the Icao Council, which is still trying to obtain more technical 
data from the Soviets. However, latest indications are that 
Moscow has already gone as far as it is prepared to and that the 
report will be adopted more or less in its present form. 

First of the possible causes of 007's arrival over Soviet 
territory was the crew not noticing that the automatic pilot was 
flying a constant course, with the aircraft's inertial navigation 
system (INS) alerting them to the passage of various waypoints 
based on time and distance flown, not actual position (REVIEW, 
Oct. 13, '83). Placing the automatic pilot mode switch into the 
heading position and then failing to return it to navigation has 
occurred both before and since the 007 tragedy. But in most 
other cases the crew has detected the mistake before it led to 
disaster — usually through asking the INS to show the aircraft's 
present position and then checking the data against a chart or 





flight plan, or by cross-checking with another navigation system 


such as radio beacons. In 007's case. the flight was seen to be 
heading very slightly right (north) of its proper track soon after 
taking off from Anchorage, but as the deviation was very small 
— about six nautical miles when radar surveillance was ended 
— the ground controllers did not make any commment to the 
crew. Such a deviation could well be made in normal 
circumstances to fly around a patch of bad weather. 

The other possibility the report cites is that of the wrong 
departure point being inserted into one of the INS units before 
leaving. Flight 007 had three Litton LTN72R-28 units aboard, 
which in normal use would cross-check each other and outvote 
any single unit which was in gross disagreement with the other 
two. However, the triple mixing facility for cross-checking 
may not have been selected by the crew, perhaps deliberately 
if during pre-takeoff checks a malfunction was noticed in one 
of the units — the report does not go into details on this point. 
The report says that inserting a longitude 10 degrees east of the 
actual position — which would have taken only a single mistake 
during the insertion of more than 100 numbers — and then 
failing to notice early in the flight that indications from radio 
beacons did not match the INS readings, would produce a track 
taking the aircraft over the Kamchatka peninsula and Sakhalin. 
It would have added some 290 nautical miles to the first leg of 
the flight so far as the INS was concerned and would have meant 
that the waypoint alert light would not have announced passage 
over Bethel (Alaska), which as far as the INS was aware would 
have been more than 600 nautical miles from Anchorage instead 
of the correct 339 nautical miles, a difference of about 38 
minutes compared with the flight-plan time. 

This theory seems to assume that the crew would have been 
content to record passage over — or at least near — Bethel by 
means of radio beacon signals, not noticing for the rest of the 
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Soviets’ murderous military bungling 


flight that they were in effect flying one waypoint in arrears 
because many of the legs of the route are close to 300 miles in 
length and hence the flying times for most Stages are very 
similar. It pre-suppposes more mistakes by the crew than the 
heading mode theory and, according to public statements by 
KAL, is not acceptable because it would have placed the aircraft 
about 20 miles from the estimated shoot-down point. Reports 
have previously been published of a British simulation of the 
heading mode theory which put the aircraft within five miles of 
the disaster. In reality, any such simulations are forced to make 
a number of assumptions, some about winds actually 
encountered rather than those forecast or later reported by 
other aircraft flying the correct route and others about precisely 
how fast the aircraft was being flown. Hence either theory would 
account for the result perfectly well. 


the report says in its conclusions; “Each of those 
postulations assumed a considerable degree of lack of 
alertness and attentiveness on the part of the entire flight crew 


A FIGHTER PILOT’S VIEW 


Different intruders. 
same profiles: how a 
747 (top) and RC135 
would appear in ideal 
circumstances to the 
Soviet pilot below. 


N either theory says much for the crew’s performance and 





REVIEW ILLUSTRATION by MORGAN CHUA 


but not to a degree that was unknown in international civil 
aviation.” There was no indication of any failure in the aircraft’s 
instruments or weather radar, which had all been working 
normally on the previous sector from New York to Anchorage. 
The radar could — and should — have been used in map mode 
regularly to check outlines of islands along the route as a means 
of cross-checking position. Nothing in the crew's radio messages 
indicated that there was any problem: they apparently believed 
right up to the end that they were in the right place. The final 
garbled, weak message was eventually reconstructed and 
analysed as: “Korean Air 007... rapid compression. . . 
descending to one zero thousand," indicating that they did not 
know they had been hit by a missile but were descending to 10,000 
ft because of loss of pressurisation, a standard emergency 
procedure. The natural presumption is that had the crew been 
less relaxed and followed standard company procedures 
throughout, 007 would have flown the R20 Oceanic route 
perfectly normally and would have made a safe arrival in Seoul. 
The report dispenses with suggestions that 007 was on an 
intelligence mission, as claimed by the Soviets, more by 
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establishing that everything : bout t ne flight’s departure was - o |E ph E | 
completely routine than anything else. It de cifically only — AVIATION ‘84 
with the Soviet allegation that the flight was delayed by 40 | T7 
inutes so as to coincide with passage of an intelligence- for alerting civilian air traffic services in such circumstances, to 
gathering satellite over the eastern part of the Soviet Union, avoid the need for unnecessary interceptions, were not followed © 
pointing out that normal KAL practice is to set the departure by the Soviet military. Ó 
time for each trans-Pacific flight individually, so that arrival in The Icao team quotes from the Soviet report, which claims — 
Seoul will not be before 6 a.m. when immigration and customs that two attempts were made to intercept 007 and force it to Z 
services become available. The departure of 007 fell within the land, first over Kamchatka and again over Sakhalin. The Soviet 
normal spread of departure times and there was no evidence to report also says that warning shots were fired over Sakhalin E 
support the Soviet claim that the flight was in any way assisting but to no avail, and “having concluded that the unknown 4 
in an intelligence mission. aeroplane was an intelligence aircraft, the Area Air Defence —— 
Previous reports that 007 was delayed because of a radio ` Command decided to terminate its flight." The Icao report a 
problem have proved incorrect — there had been a problem points out that, during the interception period, 007 was making: $ 
with one of the very high frequency (VHF) radios on the perfectly normal contacts with Japanese controllers and that at — 
previous sector, but this had been corrected before departure no time was there any hint that the crew was aware that fighters — 
from Anchorage. The report attributes further problems were nearby. It also provides a possible explanation for A 
encountered by 007 in attempts to talk to Anchorage by VHF otherwise puzzling curves over Kamchatka and Sakhalin in 1 
to the fact that the flight was deviating so far north of its proper Soviet drawings of 007's route: these could have been due to 
route as to be out of VHF range. 007 flying more or less overhead Soviet radar stations, which — — 
The report also discounts suggestions made earlier that 007 would have shown a distorted version of 007's route through 
could have been taking a deliberate short cut to save fuel. Such slant-range effect, depicting the aircraft's height over the station — 
a short cut would not be possible without flying through Soviet as a horizontal range. The Japanese Air Defence Force radar — 
airspace and being observed and would also have been noted pictures, recorded at the time and only analysed later, showed _ 
by Japanese radar operators near the end of the route. Several no such distortions as the station at Wakkanai is further away. -— 
sources had alleged that KAL pilots had in the past made a The Icao report's most telling comment on Soviet actions and 
practice of taking short cut, but there were no records of any Moscow's version of events reads: “There was no evidence that 
such deviations from assigned flight paths. It also ETE 


points out the impracticability of taking such short 
cuts, because such actions would be discovered 
later after analysis of winds and temperatures 
reported during a flight, which would not match 
those reported by other aircraft flying the correct 
routes. 

On the subject of Soviet handling of 007's 
penetration of Soviet airspace, the report sticks 
strictly to the facts as presented 
by both Moscow and Washington/ 
Tokyo, reconciling them where 
possible, but pointing out that the 
two versions of the incident do 
not match. It says that Soviet air 
defence units detected an 
unidentified aircraft heading 
towards Kamchatka and that 
these radar stations did not have 
radar capable of interrogating 
007's transponder. Given the 
appropriate radar and a ground 








Su15: no visual identification attempted. 










complete visual identification procedures sy 
were employed. Such visual identification 
should have resulted in a recognition of the — 
type of aircraft involved as well as the civilian 

airline markings." A later conclusion in the 2 






controller's knowledge of the x report says: “The USSR authorities assumed : 
assigned interrogation code, the once a that KE 007 was an intelligence aircraft and, - 
transponder would have clearly Unnamed Soviet destroyer: 'fatuous supposition. "| therefore. did not make exhaustive efforts 
identified the flight as 007. | to identify the aircraft through inflight | 
Identification of a radar blip alone would normally be possible observations." The report also points out that Soviet claims 
through flight-plan and flight progress information, none of that 007 was flying without lights were contradicted by 

which was available to the Soviets radar operators, but even if comments from Soviet pilots making the interception over — — : 


it had been available identification might not have been possible Sakhalin, as monitored in Japan. x 
because 007 was reporting normal progress along R20. ^ 
Contradictory claims about the role of a US Air Force RC135 "T: report attatches, without further comment, the entire - 


electronic reconnaissance aircraft near 007 are left unresolved. Soviet official report, which after the systematic, x) 
The US says the RC135 was never closer to 007 than 75 miles. coldly rational approach of the [cao team, reads likea 
The Soviets say that the radar blips of the RC135 and 007 paranoid diatribe. It says that 007's presence in Soviet airspace 
merged for about 10 minutes, one then heading for Alaska and broke various Soviet laws and proceeds to list the laws 

the other for Kamchatka. The report points out that no details concerned — true, but not helpful. It then launches into 

are available of the Soviet radar's resolution capability — the allegations concerning 007 and US intelligence-gathering 
minimum distance needed between aircraft to display separate operations, but in such a manner as to destroy any credibility - 
blips — but adds that merging of the blips would indicate that they might have had. It presents a picture of 007 being shot — E 
the aircraft were relatively close together. Not stated in the down merely because it was there. It also presents à frightening 
report is the possiblity that the RC135, which does not usually portrayal of a system incapable of correcting any mistakes, least 
have radar of the type needed for airborne interception and of all its own. E 
identification, may have been trying to identify what would Western sources say Kamchatka and Sakhalin fall under the © 
logically have been a large Soviet aircraft on a perfectly same overall authority, the Far East Military District, covering. 


reasonable route in Soviet airspace. The report says it is possible the whole eastern side of the Soviet Union. The Soviet Far East 
that the presence of the RC135 contributed to the Soviet belief is in military career terms regarded as a backwater, the prime 
nidentified blip was that of a foreign military areas being west of Moscow. Until 1978 there were frequent 
aircraft, but adds that established procedures - complaints in Soviet military circles that their Far East air and 
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land forces were receiving second-rate equipment and 
personnel, with only the navy being held in any particular regard 
as only the navy has much of a definite role. Hence air defence 
forces in this area are believed generally to be at a low level of 
alert. 

It is therefore easy to construct a scenario — based admittedly 
on only circumstantial evidence — in which Soviet Air Defence 
Command staff in the Kamchatka area called their headquarters 
to say there was a spy aircraft on its way into their airspace, 
following the confusion about the RC135. whose identify was 
known asa regular intelligence ferret in the area. Standing 
Soviet instructions are for any intruder to be made to land if 
possible, but force may be used if necessary. Instructions would 
have been given for the first attempted interception, which 
failed to produce results — either because the attempt was made 
too late, because of the low level of air force alert status, or 
because attempts at signalling 007 to follow were not seen. 

By the time 007 was near Sakhalin, local forces would have 
been scrambled to intercept. It was the middle of the night — 
about 3 a.m. Japanese time — and the fighter pilots would 
probably have been told to intercept a spy aircraft, with no 
doubt expressed about its identity. Certainly when looking 
through the intercepted radio messages of the pilots chasing 
007 over Sakhalin, there is no indication that any real attempt 





Russian Bear intruder pilot waves to Canadian Jet: such close inspection was possible. 


at identification was made. Information given by the Soviet 
pilots to their ground controllers shows that the nearest 
approach to 007 was made by the fighter which shot it down, 
which at one point went to *about 2 kms" from it, but whether 
this was distance measured by the fighter's radar or estimated 
by eye is not clear. The only altitude mentioned by the Soviet 
pilot as his own was 8,000 ms, while estimating 007's altitude as 
10,000 ms — itself a distance of 2 kms. Even after 007 climbed 
— às cleared by Japanese controllers — from 33,000 ft (very 
close to the Soviet pilot's estimated 10,000 ms) to 35,000 ft 
(10,670 ms), the Soviet pilot was still giving 007's height as 
10,000 metres and interpreted the 747's loss of speed during 
the climb as an evasive manoeuvre. Such a supposition is made 
. even more fatuous by the impossibility of either a 747 or an 
RC135 being able to escape a high-speed, highly manoeuvrable 
. fighter. | 

Calculations show that if the Soviet pilot in his Sukhoi Su15 
was indeed at around 8,000 ms throughout the engagement, 
then an RC135 at 10,000 ms would have presented the same width 
of image to him as a 747 at 35,000 ms on the same line of sight. 
At night, with a little less than a half-moon fairly high in the sky 
to the southeast and with red anti-collision lights on the 747 
(which was not fitted with the brighter, white strobe lights on 
later aircraft) tending to hinder rather than help define the 
intruder's outlines, it is all too easy to understand why the Soviet 
pilot never queried his instructions to shoot it down: What is 
not easy to understand is why he never went close enough to 
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roper look, as is done elsewhere to Soviet intruders 
even at night when photographs are taken by using flash 

units. 

He was constantly expressing concern about his remaining 
fuel and distance to his airfield, but it should have been possible 
in the 20 minutes between him seeing 007 and firing his missiles 
to get up close and make a positive identification. The fact that 
he did not do so meant that the last chance to correct the Soviets' 
mistake was lost: and if he is now aware that he shot down an 
unarmed airliner innocently off course and killed 269 innocent 
people for no good reason except his own and earlier Soviet 
military bungling, the fact that he probably does not feel 
particularly heroic about it is little consolation. 


ederal Aviation Administration increased its radar 

coverage of trans-Pacific routes by making use of US Air 
Force radar stations at King Salmon and Cape Newenham in 
Alaska for the first 500 miles and then at Shemya Island, more 
than 1,200 miles along the 2,500-mile oceanic routes from 
Anchorage to Tokyo. These stations are not certified for civil 
aviation use, which is one reason — apart from manning 
considerations — why they have not been used to monitor 
airline flights before. Now airline crews will be informed by 
radio if they deviate more than 10 miles from their assigned 
routes. That, at least, is positive action, unlike the Soviet 
response which to date has been to stand firm on its initial 
report and not to hand over radio 
communications transcripts and radar data 
requested by the Icao team. 

It is a commonly held misconception that 
the Soviet shooting down of 007 was the second 
such incident, the earlier one involving another 
KAL aircraft near Murmansk in 1978 following 
à gross navigation error on a trans-polar flight 
from Europe. In fact 007 was the third — the 
first occurred in 1955 when an Israeli El Al 
Lockheed Constellation was shot down in 
Bulgaria on a flight from Vienna to Tel Aviv. 
Then, intercepted radio conversations showed 
that Soviet pilots flying MiG15s had gone up 
to intercept a US Air Force Constellation 
based in Crete which had been flying regularly 
along the Yugoslav air corridor gathering | 
intelligence on what was happening just over 
the nearby border. Then, as with 007, no real 
attempt at identification was made. The 
Constellation was forced over the border and 
then shot down, with the deaths of all 58 people 
aboard. The full story was broken by Israeli journalist Theodore 
Levite, who in his autobiography records that eventually 
Bulgaria accepted responsibility, but the role of the Soviet pilots 
was never mentioned in any official report. 

It has been speculated by Western intelligence sources that 
since the 007 blunder the Soviet commander of air defence 
forces, Marshal of Aviation Alexander Kuldonov, has been 
under a cloud. He failed to take part in the propaganda 
campaign after 007's demise and there was no announcement 
of a high state awarded for him on his 60th birthday on 
September 20, something which is routine for heads of armed 
service branches. 

The Soviet presentation of its version of what happened to 
007 and why was given by the chief of the armed forces' general 
staff, Marshal Nikolai Ogarkov, with various of Kuldonov's 
subordinates assisting him. The Soviet statement said regional 
forces concluded 007 was a reconnaissance flight, implying that 
Moscow was not consulted. The lack of statement from 
Kuldonov defending his forces’ actions, the lack of routine 
references to his activities since the disaster plus the birthday 
snub are taken to mean either that he is now in disfavour or 
that he has suddenly been taken ill. Whether any such disfavour 
would be incurred because of the military blunders involved in 
failing to identify an unarmed airliner or because of the extreme 
worldwide political embarrassment suffered by Moscow as a 
result, it seems highly likely that Kuldonov has caught a lot 
more than a cold. | 


L: last year, as a result of the 007 tragedy, the US 
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Benny Goodman really packed the Pavilion. 
Jack Dempsey was a knock-out in the Walnut Room. 
Ernest Hemingway got a great reception in the Lobby Lounge. 


And tonight, you could be appearing in the spectacular Maynilà. 


For 70 years, a 
veritable Who's Who of 
famous names have been ap- 
pearing at The Manila Hotel. 

On stage. And in our 
guest book register. 

Today, when heads of 
state, heads of corporations, 
royalty and Hollywood stars 
check in and ask for the best 
room in the house, we give 
them all the same one. 

Our spectacular new 
Maynilà. A theatre of the 
senses. 

Turn-of-the-century 





ambiance, elegant yet 
spirited. Classic Filipino style. 
World-class fashionshowings. 
A world of Philippine tastes 
that challenge the great 
cuisines of Europe. And 
musical fare as irresistibly 
varied as the menu: world- 
famous Bayanihan dance 
extravaganzas and strolling 
Filipino folk minstrels — all in 
a multi-tiered dining and 
entertainment forum of exotic 
Philippine flowers, fine 
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European wines, cut crystal, 
deep carpets, soft chandelier 
glow and the distinctive 
Philippine blend of impec- 
cable yet warmly gracious 
attention. . 

Maynilà is a once-in-a- 
lifetime experience once a 
night. 

This is the kind of setting 
usually reserved just for 
V. I.P.s and world celebrities 
at other hotels. 

At The Manila Hotel's 
Maynilà, it's reserved 
just for you. 
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There are perhaps a dozen incredible 


FOR RESERVATIONS: 


Manila: Tel. 47-00-11 Cable: 
MANILHOTEL Telex: ITT 40537 
MHotel PM ETPI 63496 MHotel PN 
RCA 22479 MHC PN 


CARDINAL BOOKING SERVICE 
Hong Kong Tel. 5-246178-9; 
Singapore Tel. 7340323; 

Taipei Tel. 231-3500 


One of them is a hotel. 





Philippines 


PRESTIGIOUS HOTELS OF ASIA 
PHA Hong Kong Office 

Tel. 5-535067; 5-435089 

THE DYNASTY HOTEL; Singapore 
Tel. 2354188; THE DUSIT THANI 
HOTEL; Bangkok Tel. 233-1130; 
THE RITZ; Taipei Tel. 02-597-1234; 


HOTEL LOTTE; Seoul Tel. 778-4213; 


places you must see in the Orient. 





ROBERT F. WARNER INC. 
Tokyo Tel. 814-9271; 

UTELL INTERNATIONAL LTD 
KLM GOLDEN TULIP 


WORLDWIDE HOTELS SYSTEM 


PAL DISTRICT 


SALES/RESERVATIONS OFFICES 


WORLDWIDE 


Business 
Travels 
With 

The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 











At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
ern Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 


simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 


G.P.O. Box 160, 
Hong Kong. 









Strangers in their own country 
— the misfit returnees | 


By David Willis 

Tokyo: Sayuri Nagayama is a 19-year-old 
sophomore at Tokyo's International 
Christian University. Her father’s assign- 
ments with Matsushita Electronics have 
led her to live most of her life in the United 
States, Venezuela and Britain. She is 
fluent in three languages, but has never 
experienced the Japanese examination 
hell, juken jigoku, having spent the past 
four years in international schools in 
Japan. 

As a representative of the growing 
number of children whose parents are in 
the overseas vanquard of Japan's 
economic success, Sayuri is what other Ja- 

anese call kikokushi jo — a “returnee.” 
M term is pejorative. One might think 

such students would be welcome, an 
added plus in Japan's continuing interna- 
tional success, but for most Japanese, 
Sayuri and those like her are more of a 
problem — both at home and abroad — 
than an asset. 

During the past eight years, according 
to a recently released Ministry of Educa- 
tion (Mombusho) report. the number of 
Japanese children overseas has doubled to 
more than 51,000. At least the same 
number has returned to Japan in this 
period (more than 8,000 last year alone). 
presenting unexpected challenges to a cul- 
tural order that is rigidly conservative, 
dogmatically conformist and highly exclu- 
sive. 

A large part of the problem is of course 
the traditional Japanese suspicion of any- 
thing strange or different. Despite Japan- 
ese presumptions about the purity of their 
race (the so-called ware-ware nihonjin 
complex), and foreign readiness to em- 
yrace this stereotype, Japan is in fact a 
multicultural society composed of numer- 
ous *clans" based on geographical or 
social association. Friction between these 
groups is well-documented. The difficul- 
ties between Kantojin and Kansaijin 
(people of Tokyo and Osaka areas) and 
the plight of Koreans, Burakumin, Okina- 
wans, and others are only thinly veiled. 

The Japanese have in fact historical- 
ly accented differences rather than 
similarities in their population. Two fa- 
mous proverbs speak for this: “Treat a 
stranger like a thief,” and “The nail that 
sticks out gets hammered down.” Until 
fairly recently, even students transferring 
to a different high school in the same city 
found life unbearable, being treated as 
gaibu or outsiders. Reprehensible Japan- 
ese behaviour overseas, whether by con- 
quering armies in World War I] or modern 
tourists, has been attributed to these con- 
cepts of how to react to anything strange 
and different. The problem of returnees 
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has brought such concepts into sharp 
focus. | 

Most teachers and students have re- 
sponded to returnees by treating them as 
"infected with foreigness" (gaikoku ka- 
bure). In most case, a strong effort is made 
to strip them of this foreigness — to 
"Japanise" them. a process said to take 
some two to four years. The easiest age to 
re-adapt seems to be up to eight and the 
hardest from eight to 15, but the increas- 
ingly common perception of parents is 
that any overseas experience is detrimen- 
tal to their children's prospects in Japan. 

Sadly, most returnees are beaten down 
by the system. Some develop neuroses 
and at least one returnee's circumstances 
appear to have led him to murder his 
uncle. Fortunately certain important fig- 
ures in education have recognised the 
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On campus in Japan: the nail that sticks out gets hammered down. 


short-sightedness of the draconian ap- 
proach and have made moves to eliminate 
it. A number of special schools and sepa- 
rate classes have been established to try to 
bring these returnees back to Japan so- 
cially and academically. A few, such as 
Doshisha High School, in Kyoto, have 
made an attempt to preserve the return- 
ees’ rapport with other cultures. 


T experiments have met at best with 
mixed success, leading Mombusho to 
increase spending on both returnees and 
Overseas programmes from ¥1.5 billion 
(US$6.41 million) in 1974 to ¥ 16.5 billion 
in 1982. The more difficult task of re- 
integration of students whose values have 
already changed has taken a back seat to 
an expanding effort. to replicate Japan's 
educational system abroad. 

The government. runs 74 overseas 
schools (nihojingakko);.. mostly in deve- 
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loping countries, but for various reasons 
only 29 enjoy the same legal status as their 
counterparts in Japan. Where these schools 
do not exist there are 95 supplementary 
programmes (hoshugakko), mainly week- 
end or evening study in Japanese. maths 
or science. 

Parents, or their companies, do pay part 
of the costs for these programmes and cer- 
tain companies also operate their own 
schools — Nissan in Mexico, Matsushita 
in Brazil and Japan Steel in Italy — but re- 
liance in the main is on the Japanese Gov- 
ernment. 

Facilities for nihojingakko are new and 
impressive, but teachers are selected for 
these schools from all over Japan, which 
means a heterogeneous mix of people 
prone to dissension based on differences 
in local dialects and school rituals such as 
entrance and graduation ceremonies. 
Contracts are limited to three years and 
few teachers are allowed to stay longer. 

The quality of teachers appears to be 
generally low, despite the fact that there 
are three times as many applicants as jobs. 
This poor quality is attributed to the very 
thing which may attract so many appli- 
cants: crass material 
motivation. Years 
ago teachers of over- 
seas schools were put 
on a salary scale equi- 
valent to diplomats. 
Today they collect 
both their domestic 
salary and an equiva- 
lent overseas allow- 
ance. On their return 
many build’ houses 
with the savings they 
have made. a consi- 
derable investment in 
today’s Japan. There 
is also a darker side to 
returned teachers. 
Some have appeared 
in the press for 
charges ranging from 
alcoholism in the 
classroom to the smuggling of porno- 
graphy and handguns. 

Mombusho has also been feeling pres- 
sure to expand nihojingakko-style supple- 
mentary programmes in industrialised 
countries. Classes resemble the juku or 
after-school cram school so popular back 
home. Major juku firms are experiencing 
an export drive as well, particularly in 
Asia. One formidable operation in Hong- 
kong has a facsimile machine linked to 
Tokyo for overnight examination results 
integrated into Japanese national aver- 
ages. Technology has enable the Japanese 
to avoid any semblance of inter-cultural 
exchange. 

As Tetsuya Kobayashi of Kyoto Uni- 
versity notes: “Students go to places like 
Malaysia with stereotypes about the place 
that are enhanced by their minimal con- 
tact with Malaysians, usually servants or 
drivers. On their return these students 
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promote ‘rather than c 
derstandings. 


and her several imitators, 





In ias we call this 
phenomenon ‘minus international under- 
standing’.” Where they do mix it is in 
countries like the US. Paradoxically, it is 
in these very contexts that values most 
alien to Japan are acquired. 

In a survey of teachers of returnees, 


Tokyo psychologist Dr Akira Hoshino . 


found these descriptions repeated again 
and again: "Smart-aleck, weird. pushy, 
too talkative, too assertive, disobedient, 
uncooperative and restless.” Hoshino and 
others think that most returnee children 
may only have these characteristics in 
the eyes of intolerant adults. Perhaps, as 
he has pointed out, the real problem is 
that Japanese are afraid of being inter- 
nationalised too much. The unspoken sen- 
timent that too much “foreign-ness” will 
change the alleged purity of the race and 
the character of national politics is a 
strong one. Americanised children seem 
to face the most difficulty. Their indi- 
vidualistic manner disrupts normal social 
patterns and is labelled “arrogance” by 
many Japanese. 

The ultimate evaluation of Japanese 
students who return from overseas is 
when they seek jobs. Society's opinion is 
cool indeed. Options are limited to the in- 
ternational sections of major trading com- 
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panies. But even in these areas success is 
limited to the elite few competent in Japan- 
ese and English to act as intermediaries 
between Japan and the rest of the world. 

In the context of an increasingly in- 
terdependent world the Japanese may 
find the path of undifferentiated national 
character and culture a difficult one to fol- 
low. The returnees symbolise not only 
Japan's success abroad but an unsettling 
confrontation to a domestic order uncom- 
prehending of anything less than total 
obedience and conformity. Although 
children have been the primary focus of 
this dilemma, their parents face similar 
difficulties in their work places and neigh- 
bourhoods when they return. That many 
of these families are the educated manage- 
rial elite means increasing attention to a 
problem which reflects an evolving Japan- 
ese consciousness about their own nation- 
ality and place in the world. 

People like Sayuri are not a passing 
phenomenon deserving isolation from the 
rest of Japan for being badly contami- 
nated with foreigness. They are one of the 
catalysts in a social transformation just be- 
ginning to dawn — a transformation which 
may have profound consequences for 
Japan in the 21st century. R| 





Dead but far from forgotten, 
the Empire booms back 


By Bunny Suraiya 
hirty-seven years after the Imperial 
sun set on India, the Empire continues 
to strike back in the form of a booming 
"Raj industry" of books, films, specialist 
tours and cultural events like the Festival 
of India held in London in 1982. The genre 


of popular literature dealing with the 


British experience in India ranges from 
the best-selling romances of M. M. Kaye, 
to Geoffrey 
Moorhouse’s India Britannica, a coffee- 
table exercise in nostalgia, to anecdotal 
sketches like Charles Allen’s Plain Tales 
from the Raj. 

The Raj boom which began in the late 
1960s has been ascribed by some to the 


i wistful longing for Empire and past glory 


felt by a small island that once ruled over 
large and scattered portions'of the globe 
and which gradually found itself reduced 
to confinement within its own narrow 
shores. Whatever the reason — or reasons 
— popular interest in the erstwhile “Jewel 
in the Crown" continues to grow and has 
spread to other countries, particularly 
after the release of Sir Richard Atten- 
borough's widely acclaimed film, Gandhi. 

The spinning wheel that was Gandhi's 
symbol seems to have become a wheel of 
fortune for an increasing number of writ- 
ers, film-makers and other entrepreneurs. 
The instant success of Kaye's The Far 


Pavilions, eulogised as "The Gone With 
The Wind of the North-West Frontier," in 
1979 caused the publishers to bring out an 
accompanying Far Pavilions Picture Book 
with sketches and old photographs of the 
locales mentioned in the novel. From this 
it was a logical step to promote “Far Pavil- 
ions" tours, a few led by the authoress her- 
self, which took in many of the places fea- 






fitability, of the Raj industry. 

Kaye, who calls herself a “true daught 
of the Raj," has ties with India which 4 
back more than 100 years. Her gran 
father, William Kaye, was with the Beng 
Civil Service, her father, Sir Cecil Kay 
served with the Indian Army and becan 
director-general of Central Intelligenc 
her husband, Geoff Hamilton, is a retire 
major-general of the elite Corps of Guid 
once responsible for maintaining the ru 
of British law along the turbulent Nort 
West Frontier. "When I began to writ 
‘Empire’ had become a dirty word. But 
is history and you can't just sweep it und 
the carpet," says Kaye. 

Her mentor, the late Paul Scott, who: 
Raj Quartet won the Booker Prize, toc 
an updated and far more critically awai 
view of the love-hate relationship underl 
ing the British colonial experience | 
India. Although somewhat less authent 
than the late John Masters in minor detai 
(getting Indian names wrong, a solecis! 
that Masters would never have comm) 
ted) Scott is generally agreed to have hac 
far more profound insight into the cor 
plexities, foilies, stresses and hidde 
weaknesses of the social and psychic a 
chitecture that was the British Raj. Scott 
novel Staying On, a poignant depiction: 
a British couple who elect to stay in Ind 
after independence, was made into 
highly praised TV film a few years ago at 
a serialisation of his Jewel in the Crow 
the first book of the Quartet, will appe 
on TV screens this year. 

British director David Lean, who is 7 
has come out of a 14-year retirement aft 
the release of his last film Ryan's Daug 
ter to make A Passage to India, based « 
E. M. Forster's classic novel written t 
years ago. The film has had a rough pas 
age getting started. Forster, who died 
1970 at the age of 91, had an antipathy t 
wards cinema and for years refused ! 
sanction a film version of what many co! 
sider his most significant work. In 1980 h 
executors finally granted permission 1 
British producer Lord Brabourne, bi 





Lean directing Passage: good old arguments over dinner. 
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‘Victor Banerjee (37), who re ently ap- 


peared in Satyajit Ray's latest flm Ghare 
Baire and who was selected by Lean to 
play the pivotal role of Dr Aziz. 

The problem, however, was resolved 
and Passage was belatedly launched in 
early December 1983, as the stately Ban- 
galore Club and the sprawling grounds of 
the ex-maharajah of Mysore's palace in 
Bangalore played host to a vivid evocation 
of a vanished era, conjured up by elegant 
props and the behind-the-scenes bustle of 
technicians. Several of the film unit's 
members can lay claim to Indian connec- 
tions. Lean has long been fascinated by 
India and was once to have made a film on 
the Taj Mahal for Alexander Korda. Al- 
though the film was never made, the direc- 
tor's bonds with India grew closer when he 
married an Indian. Richard Goodwin, the 
co-producer, was born in Bombay and the 
producer's father was once governor of 
Bombay and Bengal. 

Lean, whose films have won 28 Oscars, 
told an interviewer: “I’ve always wanted 
p: do a film about India, because I don't 

hink any film yet shown has caught it." 
Some feel that this might well be the vete- 
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"thz it» 
"have a good old argument about over din: 
ner after they' ve been to see it." 

Foreign films shot in India, whether 
dealing with the Raj or not, have often led 
to more than just dinner-table debates. 
Charges have been made that in a cel- 
luloid extension of colonial exploitation 
Western film-makers often tend to distort 
the Indian scene by focusing only on its 
more controversial aspects for their box- 
office appeal. 

On the other hand, such ventures prop- 
erly conducted can help earn foreign ex- 
change, generate employment, bring to 
light indigenous talent in a variety of fields 
and focus interest on India. An increasing 
number of international producers have 
had an eye to India with its vast diversity 
of landscape and culture and even James 
Bond has been licensed to thrill in the In- 
dian milieu in Octopussy. The theme of 
the Raj, however, continues to dominate 
the genre, from the recent film adaptation 
of Ruth Prawer Jhabvala's Heat And Dust 
to a new cine version of Rudyard Kipling's 
classic, Kim, scheduled for release in early 
1984. The Empire is dead; long live the 
Empire in its new incarnation. Oo 
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A rich ideology, or the poor 
teaching the poor to be poor 


.By Susumu Awanohara 


-Sukorejo, East Java: The ulamas, or Is- 
Jamic scholars, of Indonesia's biggest 
-Muslim organisation, the Nahdlatul 
Ulama (NU), could not have chosen a 
more appropriate venue for their recent 
national conference than the pesantren — 
- rural Islamic boarding school — in the vil- 
lage of Sukorejo, operated by the most 
_senior of their number, 87-year-old Kiai 
As’ad Syamsul Arifin. 
—  Pesantrens are the very roots of the 
powerful NU — which literally means 
“awakening of the ulamas” — which was 
established in 1926. The Sukorejo meet- 
ing was intended to result in the re-awa- 
kening of the ulamas, as it were, aside 
from discussing the NU’s position vis-a-vis 
Indonesia’s state ideology Pancasila 
(REVIEW, Jan. 5). Long before the confer- 
ence, which inflated the population of 
Kiai As’ad’s pesantren from the normal 
4,000 to nearly 6,000 for five days, farmers 
and merchants from all over the 
Situbondo regency surrounding Sukorejo 
began contributing rice, cattle, goats and 
chickens for the occasion with such en- 
 thusiasm that many offers had to be de- 
clined. 
And most conference participants 
. stayed at the accommodating seven-acre 
pesantren, sharing the tiled floors inside 
i — and sometimes outside — the living 
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dents. As an observer from a government 
security organ commented: “The govern- 
ment could never organise a meeting like 
this without spending huge sums of 
money, but the kiai does not spend any- 
thing at all." 

Such is indeed the authority of the kiais, 
or venerable ulamas, who head the pesan- 
trens, particularly in East and Central 
Java. The pesantren in Sukorejo was 
founded by Kiai As'ad's father in 1914 
“when the place was still inhabited only by 
tigers and poisonous snakes," as the kiai 
recalls. Kiai As'ad was born in Mecca at 
the end of the last century when his par- 
ents were on the Haj and he has visited the 
holy city 15 more times since. Like other 
NU ulamas, he studied in several pesan- 
trens; he started to help manage the 
Sukorejo pesantren in 1924. 

He was actively involved in the NU's es- 
tablishment and since 1951, following the 
death of his father, has taken charge. Kiai 
As'ad has become the grand old man of 
the NU, though in recent years he has 
avoided taking any office in the organisa- 
tion, and it was through him that President 
Suharto and his ministers often chose to 
deal with the NU grassroots whenever 
there was tension. 

The Sukorejo pesantren now has about 
3,000 boys and 1,100 girls learning religi- 
ous as well as general subjects, including 
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senior high school in 1981 to teach them. 
The pupils are taught religion from 7 a.m. — 
until noon, and study the full general cur- — — 
riculum from 1 p.m. until 5:30 p.m., six 
days a week. One young teacher, himself a 
graduate of this school, agrees that the 
workload is on the heavy side. There is 
also a small university providing coursesin 
Islamic law and Islamic education. 
Pesantren education has been subjected 
to strong comments, negative and posi- 
tive, from foreigners. Many Westerners |. 
see it as inculcating blind obedience ~ 
through rote learning of the Islamic scrip- — — 
tures. The Trinidad-born writer V. S. | 
Naipaul found in it “the old [pre-Islamic] 
monkish celebration of the idea of pov- - 
erty,” which he thought amounted to "lit- - 
tle more than the poor teaching the poor - 
to be poor." Others, also from the a oem 
feeling that Western-style schools were - 
alienating and dehumanising and the *de- 
schooling" of education was thus neces- - 
sary, thought they had found a paragonof — 
their cause in Indonesian pesantrens. —— 
Indonesians who are committed to d f, 
pesantren education are more or less in- - 
dulgent towards Westerners' views. These | 
Indonesians point out that traditional — 
ideology taught in pesantrens has already — 
become the basis of the most cogent criti- — 
cisms against what they see as negative ac- 
companiments of economic development — 
and modernisation (such as prostitution, — 
gambling, destruction of the environment _ 
and abortion). They say pesantren educa- . 
tion allows great flexibility and can be de- — 
veloped to teach subjects which are real - 
and relevant to the poor majority. They - 
agree that much more work needs to be - 
done: some freely admit that the NU has 
fallen behind modernist Islamic and | 
Christian groups and, indeed, behind the — 
times in some areas of education. But they — 
stress that, having acquired additional - 
knowledge and skills at universities and in — 
their jobs in the cities, they now have the 
resources to proceed. And now, more 
than ever before, they have the ulamas" 
blessing and active interest. 3 
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In the Shadow of the Rising Sun by 
Mary Thomas. Maruzen Asia. No price 
given. 

Bridge House by Peter Clague. South 
China Morning Post. MHK$49.00 
(US$6.30). 


aera of suffering that leads to great 
art is generally not shared with mil- 
lions of others. Collective catastrophes 
such as bombings, earthquakes and prison 
camps have not produced many literary 


. masterpieces. They are extreme experi- 


ences suffered, on the whole, by very ordi- 
nary people. Unfortunately this usually 
means that we are left with rather ordinary 


J. accounts. 


Books on the horrors of Japanese pri- 
soner-of-war camps generally fall into this 
category. In the Shadow of the Rising Sun 
is nevertheless an earnest effort. It is not 


= . deep, brilliantly written or even very mov- 
. ing. But it does, because of its honesty, 
. Offer fascinating insights into ordinary 
|. people's 
. cumstances. 


behaviour in extreme cir- 
. The opening chapter, as is usually the 
case in PoW books, is a description of 


WARTIME 


calm before the storm. Thomas arrived in 
Singapore in 1939 to find a rather smug 
British community, whose lives “centred 
round clubs, cinemas, golf courses and 
hotels and most clubs would not allow 
non-Europeans on the premises even as 
guests." 

Thomas must have been rather a good 
sort, though, for she treated the natives 
“just as I would anyone else." From her 
prose one gets the impression of a cheer- 
ful, no-nonsense woman, who is, as she 
puts it, "not academically inclined." 

Her attractive honesty is apparent in 
her descriptions of Japanese. Nowhere 
are they described in the clichéd terms 
that so often mar ex-prisoners' accounts 
— as squat, fat-necked, buck-toothed 
sadists. She points out that some of her 
captors behaved rather well — though she 
acknowledges that the women in Changi 
prison were relatively well off (“the best 
camp in the world”), certainly compared 
to the workers on the Burma railroad or 
prisoners of the Kempeitai (Japanese 
Military Police). 

She also has the unusual — unusual for 
this type of book, that is — honesty to lay 





Ordinary people in extraordinary circumstances 


her finger on a very sore spot: raci 
humiliation. Judging from other accoun 
of PoW life, one of the most traumatic e 
periences for Westerners, especial 
Western women, was the forced defe 
ence they had to pay to their Oriental ja 
ers. Bowing in particular was thought | 
be humiliating. Quite rightly Thom: 
points out that the “real sting lay in beii 
. . . publicly compelled to do something : 
foreign to all the ordinary standards : 
European activity." 

The Japanese attitude to Europeai 
was highly ambivalent. It was part of tl 
Japanese policy to humiliate Europeans 
front of the local Asian population. C 
the other hand, according to Thoma 
European women in Changi were nev 
tortured, while Asian women were. 
seems that the Japanese could sometim| 
be kept in check by warning them of the 
"reputation" among "civilised" nations; 
method which could only work with 
highly insecure people. 

Another sore spot in PoW history is tl 
behaviour of the prisoners themselve 
Like collaboration in occupied countri 
or betrayal among resistance fighte 





HISTORY 


A back-reference of relevance 


. AShort History of Malaysia, Singapore 


and Brunei by C. Mary Turnbull. 
Graham Brash, Singapore. HK$60 
(US$7.75). 


p Mary Turnbull has written a 
scholarly book which her peers cannot 
fault. However, of equal importance, it is 
so lively and easy to read that enterprising 
businessmen and tourists can acquire 


E. much of the fascinating background of 
. these three areas on the flight between 


London's Heathrow and Singapore's 


b. Changi airports. 


While visitors to France make a point of 
"mugging up" on the French Revolution, 


bankers and bureaucrats visiting South- 
east Asia too frequently know nothing of 
Raffles of Singapore, Rajah Brooke's re- 
gime in Sarawak or Malaya under British 
rule. 

... The rain forests absorbed almost all the 
. remains of primitive man though frag- 
ments of a skull — said to be 40,000 years 
old — were found in the Niah caves in 


— north Sarawak. But little is known of the 


history before the 15th century and, as 
Turnbull admits, available evidence since 
then has been largely based on European 
sources. The chapters dealing with the ar- 


rival of the Portuguese and the Dutch trad- 


ers encouraged by commerce links with 
China (though discouraged by pirates) 
makes compulsive reading. 

The accounts of the development of 
rubber plantations, the tin industry and 
the discovery of petroleum in Brunei 
which provide such valuable background, 
are brilliantly reported. But this reviewer 
would have liked to have read more about 
the confrontation, some two decades ago, 
between Sarawak and Indonesia under 
then president Sukarno. 

Although Brunei is the smallest state 
— it gained full independence from Bri- 
tain on January | this year — the back- 
ground which is so rarely elsewhere men- 
tioned is invaluable. While surrounding 
states were becoming independent “Brunei 
survived as a peaceful and prosperous but 
potentially dangerous anachronism," says 
Turnbull. And she adds: "Its semi-colo- 
nial status was an embarrassment to Bri- 
tain . . . but it was the voluntary choice of 
its sultan, who refused to consider grant- 
ing representative government." 

The state has prospered despite the fact 
that oil, which produces 90% of the re- 
venue, provides little employment, and 
the well-fed population sees no virtue in 


hard work on the land. Thus, more than 


80% of food is imported and much of the 


commerce is in the hands of the Chine: 
who constitute 20% of the population. 
Students of history will also find th 
book very useful; indeed, this reviews 
knows of no other “short” history whic 
contains so much information. Turnbu 
has already received many tributes froi 
well-respected historians and politiciar 
for her painstaking research and unbiase 
conclusions. — CLARE HOLLINGWORT 






Raffles: fascinating background. 
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jailed and jailer. 


these things are generally left unsaid. Ti 






homas is honest about this too. She men- 
^ons at some length the quarrels and poli- 
tics that made life miserable. She de- 
scribes one case of a woman returning half 
dead from a Kempeitai prison who is re- 
fused a sleeping place because of her bad 
standing with the upper echelon of the 
camp population. 

With all these tantalising glimpses of 
camp life and East- West human relations 











it is a pity she could not have probed a lit- 
tle deeper. Her breezy, stiff-upper-lip 
tone tends to skate over certain problems 
one would like to have seen explored at 
more length. Dwelling on the darker side 
of human nature is not part of her ethos. 
But as a no-nonsense account of an extra- 
ordinary period it is well worth reading, 
One hesitates to say the same about 
Bridge House, a book about a far more 
brutal experience in the hands of the Ja- 





SOCIOLOGY 


Hongkongs rustic roots 


The Rural Communities of Hong Kong 
by James Hayes. Oxford University 
Press, Hongkong. HK$125 (US$16) 


Jre Hayes new book, a collection 
_a of articles and shorter pieces, extends 
our knowledge of Hongkong's history by 
bincluding material on social and occupa- 
tional groups usually. not. given. much 
space by historians. He is interested par- 
ticularly in the lives of villagers. farmers, 
and fishermen; in those Chinese whose. 
ancestors were part of the indigenous 
population when the British took posses- 
sion of Hongkong in 1841. 
. Historian by training, Chinese scholar 
by inclination, administrative officer by 
vocation, Hayes' credentials are impres- 
sive. No other person could have writ- 
. ten quite this sort of book, for its con- 





"tents derive from observation and oral his- 


tory — from information given by elderly 
Chinese residents, most of whom, one im- 
agines, have since died (but now immor- 
talised, so to speak, in his text). Such 
sources give the book a marvellous au- 
thenticity and nicely supplement written 
records. 
. The Rural Communities of Hong Kong 
s divided into two sections. The first con- 
„a number of longish essays on the 
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ethnography and history of a number of 
village communities, such as Taitamtuk, 
Cheungshawan, Peng Chau. Tsuenwan 
and "Old British Kowloon.” The second in- 
cludes a series of shortish pieces on a vari- 
ety of sinological topics, many relating to 
Chinese religious beliefs and practices, in- 
cluding geomancy, and Chinese cults, 
rites and ceremonies. | 

in the main, the author has eschewed 
romanticising the Chinese past. He does 


not suggest that rural Hongkong is à 


paradise lost — a community destroyed by 
the brutal onrush of urbanisation and 
modernisation. He is well aware that 
Chinese village communities were not 
Gardens of Eden but always subject to di- 
vision, tension, friction, and at times open 
conflict. | 

The lives of most villagers and fisher- 
men were stark. Many just about eked out 
a living. Few could afford luxuries. 5ome 
were forced to emigrate in hard times, 
cither to urban Hongkong or abroad. The 
Chinese. peasant and fisherman always 
worked hard, but out of necessity. 

These themes surface in an exception- 
ally good essay on the little village of 
Taitamtuk on Hongkong Island. The 
reader is given a detailed account of what 
life was once like for its inhabitants and, 


 Bunzo Yoshida came to trial after the war. 


panese. Bridge House was the Kempeitai. 
headquarters in Shanghai, where many 
prisoners were tortured to death. A nasty. 
but important subject; in the description. ` 
of which a serious and sober tone is the - 
only appropriate one. — | 7 
The blurbs on the cover are more in 
keeping with cheap thriller than a serious 
study: “Seldom has such a helft 
existed on earth . . . A story of vi 
bestiality . . . a Shanghai chamber of hot 
rors.” In the book itself all the clichés 
well avoided by Thomas are on parad 
“small, squat, devilish” with "narrow: 
eyes” and “toothy smile." Hardly the 
of thing one expects from a lawyer writ 
about a case he prosecuted. | 
it is unfortunate that the book is pre 
sented in this way, for the story of ho: 
William Hutton, among others, was tei 
tured to death by the Kempeitai is 4 co 
pelling one. as is the way his torturers. 
Maj.-Gen. Eichi Kinoshita and Sgt 


























































Bridge House is basically a story of 
brutality and come-uppance; the British | 
victims are all splendid chaps, brave tothe 
end, and the “Japs” are all villains to the 
core. Perhaps thisisa true reflection of the - 
individuals involved in this specific case, - 
but there is surely more to the story of. 
wartime Shanghai than that. jm 

— LAN BURUMA: 














































by extension, for those living in simil 
poor village communities (members 0 
richer and larger clans or lineages, such as. 
the Tang in the New Territories, lived, of 
course, on a higher plane). In this essay, in. 
particular, the author successfully blends 
the skills of the social historian and soci 
anthropologist. lt is a superb short ae 
count of Chinese village life. 
— H, J. LETHBRIDGE | 
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Jakarta: Indonesia's draft budget for the 
fiscal year beginning on April 1 was 
mong the most difficult that growth- 
oriented President Suharto and his New 
Order regime have had to formulate in the 
past 18 years. To kick off the first year of 
the fourth five-year plan, Suharto is 
counting on a significant 24.1% ae 
in the size of the total budget. Revenues 
— including foreign aid — will as usual. 
"balance" expenditures at Rps 20.56 tril- 
lion (US$20.66 billion); mainly. on. the. 
strength of boosted aid revenue : 
calculated in rupiah terms. 

But even in such a lean vear as 
(984-85, Suharto will have to in- 
crease routine expenditures by! 
38.8% in order to increase civil 





















































otal budget, and rupiah-funded 
development expenditures will ac- 
tually decline 7.1%. Suharto made 
it clear that, during the coming fis- 
cal year, the amount of subsidy on 
oil prices will have to be cut for the 
third year running, though the in- 
rease in oil prices did not coincide 
vith. the announcement of the 
udget this time round. 
gures also suggest that In- 
ia will have to raise at least - 
. billion in hard currency 
ally, in addition to aid 
t credits, to finance the | 
US$4.93 billion deficiti in 
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(Rps billion) 
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iservants 3,189.5 
Salaries and pensions 2,307.9 
Rice allowance 415.7 
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Debt service 
Domestic 
Abroad 

Fuel subsidies, other 




















spirit and well-grounded hopes. The 
broad outlines of the next plan suggest 
that the president will indeed meet the 
challenges of job creation, education and 
manpower planning, as well as of 
economic restructuring, head on. — 

During 1984-85, revenues from the oil 


and gas sector will grow 16.8% and will 
still account for 64.2% and 50.4% respec- 
tively of domestic and total revenues. Tax. 
on natural gas proceeds will increase. 
ind — -by 2 offsetting the slow 
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(12.6%) growth in the oil sub-sector. 
Even this modest projection for oil may 
prove optimistic, given the continued 


weak world market. 
Gi interest had been focused on the 
| projected revenues from non-oil- 
| taxes, as they would indicate at what pace 
the government planned to implement the 
recently enacted sweeping tax reforms. 
Too rapid implementation would be seen - 
as unrealistic and would discourage in- 
vestment, while too modest revenue 
targets might give the impression that the 
government lacked determination. 

The 16.7% increase earmarked for non- 
oil taxes and Suharto's expectation that 
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number of taxpayers will begin to be 
are probably realistic. Suharto. did 
forget to add that “the state has the power 
-to take legal action against anyone who in-- 
fringes the laws on taxation." = 
The major boost on the revenue side: 
will come from project aid which, expres-. 








| sed in rupiah terms, jumps 59. 796 to Rps 


4.37 trillion. One speculation is that. the 

subsumed exchange rates (rates usei 

obtain rupiah values of incomings and out- 

goings denominated in foreign currencies) 
in the budget for 1983-84 and 1984- 
85 are respectively about Rps 700 

and Rps 1,000 to the US dollar; 
which is to say that Indonesia i 
counting on project aid in US. 
dollar terms to increase by roughly . 
10%. This is considered realistic, 
though it remains unclear whether: 

“or not some commercial foreign- 
currency loans are. included. under i 
this item. * 

The balande-of-paymientin pro- | 
jection released with the draft 
budget envisages “project aid and 
other funds” of US$5.56 billion 
financing in part the current-ac- 
count deficit plus the external debt- 
service requirement (of US$1.3 bil- 
lion) during 1984-85. If the earlier 
assumption about subsumed ex- 
change rates is correct, Indonesia 
will still be in the international fi- 
nancial market for borrowings of at 
least US$1.2 billion. 

On the expenditure side, routine 
spendings had to go up 38.8%, 
against a decline of 6.7% in 1982+ 
83 and an increase of 3.9% in 1983+. 
84. After two years of wage f reeze, 
asignificant improvement in condi- 
tions became unavoidable in order 
to elicit "greater devotion," in 
Suharto's words. The result is that 

civil servants will cost the government 
22.8% more in 1984-85. 

Similarly, spending on autonomous re- 
gions, which will go among other things to 
increasing eons personnel in these 
areas, will rise 28.5%. Another unavoida- 
ble but painful. expenditure will be 
foreign-debt service, which will increase 
91.5% to Rps 2.66 trillion — or 12.9% of 
the total: budget, due. to devaluation as 
well as increased borrowings. 

Suharto went to great lengths to explain. 
why oil subsidies must be cut further —. 
which will mean oil prices will have to rise’ 
again. Domestic oil consumption, he said, 
keeps increasing. while the amount. of 
crude oil Pil the € goverm len 
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below-market price (indeed, at below re- 
covery cost) drops drastically from 25% to 
396 of the contractor's output, as a result 
of the recent change of the government 
contract with Caltex (REVIEW, Dec. 15, 
'83). 


Nu his audience that the change 
of contract was beneficial to In- 
donesia, Suharto nevertheless warned 
that if oil prices were not adjusted, oil sub- 
sidies would swell to Rps 2.7 trillion, given 
the projected levels of consumption. 
Suharto wants to keep the subsidies within 
Rps 1.15 trillion — or an increase of 
64.2%. Otherwise, the funds which can be 
channelled for development purposes will 
shrink further. When and by how much 
prices of various types of oil will have to 
increase was not specified. Obviously, 
further action will be needed soon to pre- 
vent speculation and distortions. 

As in previous budgets, development 

penditures will go particularly to areas 

education, agriculture, communica- 
tions (with a new emphasis on tourism), as 
well as to mining and energy. Accelera- 
tion of industrialisation is a continued 
theme, but there clearly is an understand- 
ing that larger funds must now come from 
the private sector for this purpose. Con- 
struction of strategic upstream industries 
will continue, but “small industry and 
handicrafts will continue to obtain much 
attention" next year and through the next 
plan, Suharto said. 

Providing opportunities for the labour 

force, which will increase by 9.3 million 
during the period 1984-85 to 1988-89 to 
72:8 million, is clearly recognised as one of 
the greatest challenges. The government 
intends to meet that challenge and wants 
an annual 3% growth in per capita income 
during the next plan, which will entail that 
population growth be contained at below 
2%. Education will be emphasised 
throughout the plan, not just to raise pro- 
| ctivity but ^to enlighten the life of the 
tion." 
During the next plan, Suharto wants ag- 
riculture and industry to grow annually at 
3% and 9.5% respectively, and expects 
the two sectors' contribution to national 
income to change from the current 29.3% 
and 15.8% (at 1973 prices) to 26.5% and 
19.4% respectively by the end of the 
fourth plan. By that time the Indonesian 
economy is expected to become signific- 
antly less dependent on both aid flows and 
oil revenues. 

The feeling among observers is that 
these expectations are not beyond In- 
donesia’s reach, if Suharto and his aides 
can continue to turn adversities into op- 
portunities for improvement. For the first 
time, the five-year plan is based on a 
macro-economic model, albeit a rather 
primitive one. Thus the plan has, at the 
very least, greater internal consistency. It 
also can be expected to act as a better fore- 
cast of, as well as guide to, needed 
policies. | u 
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Pertamina refinery: a declining contribution. 


The oil question 


Indonesia's economic gloom starts to lift, but prospects 
will depend greatly on the trend in Opec prices 


Jakarta: The Indonesian economy re- 
mained sluggish in 1983. Official figures 
are not out yet, but private economists es- 
timate last year's growth rate — based on 
1973 prices — at 2%. A year earlier, the 
official growth rate stood at 2.25%. Some 
are optimistic that the worst is over, given 
the gradual pick-up in the world economy; 
but others, still uncertain about world oil- 
price movements, remain cautious. 

Indonesia s poor economic perform- 
ance stemmed largely from the oil sector's 
declining contribution to national income. 
Last year's sharp drop in world oil prices 
and Opec's voluntary oil-production limi- 
tations severely reduced government re- 
venue from oil. Consequently, the oil- 
dominated mining sector's contribution to 
gross domestic product growth actually 
contracted by 10% last year. Oil produc- 
tion for the first half of 1983 amounted to 
214 million barrels, down 13% from the 
same 1982 period. 

The manufacturing sector, facing a de- 
pressed domestic market and hit by à 
sharp jump in raw-material input prices 
resulting from the 27.6% devaluation of 
the rupiah in March 1983, continued to 
grow by a mere 1.5%. Most seriously hurt 
were vehicle and electronics assemblers, 
who are virtually dependent on imports. 
Textiles, except for those that could find 
export markets, also continued to suffer. 
But not all manufacturing activity de- 
clined. Production of building materials 
for the booming construction industry still 
experienced significant growth. Plywood, 
spurred by a pick-up in housing starts in 
the United States, also did quite well. 

Agriculture, still accounting for a siz- 
able 25% of national income, grew by only 





1.2%. One reason was the prolonged 
drought in 1982, which delayed planting 
early in 1983. Official estimates put last 
year's rice production at 23.5 million ton- 
nes — only a fraction higher than the pro- 
duction figure a year earlier. Except for 
maize, other secondary food crops de- 
clined in output, forcing the government 
to continue importing them. Tree-crop 
production, however, was mixed. Until 
August 1983, palm-oil and tea production 
grew by 10% and 5% respectively, while 
rubber, coffee and cocoa output dropped 
by 4%, 5% and 21% respectively. 

The government's heavy outlays on 
electricity, gas and water supply kept this 
sector growing at a high 15% rate. Con- 
struction continued to grow at 5%, while 
transport and trade expanded by about 
6% and 5% respectively. But though the 
government's reduced spending overall, 
along with the project rescheduling, 
dampened economic growth, it did ease 
mounting pressure on the balance of pay- 
ments. As expected, 1983 exports, esti- 
mated at US$20.1 billion, show a 9.6% de- 
cline from 1982. Imports, estimated at 
US$17.2 billion, grew by only 3.5% — 
down substantially from the 33% annual 
average import growth in the past. 

As a result, the current-account deficit, 
projected at US$6.2 billion for fiscal 1983- 
84, has been revised downward to about 
US$5 billion. The devaluation also helped 
in. easing pressure On the country's 
foreign-exchange reserves. From a low of 
US$3.1 billion in March 1983, official re- 
serves with Bank Indonesia, the central 
bank, had grown to US$4.8 billion by the 
end of December. Reserves held by the 
commercial banking system also re- 
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sources during 1983. The head of BKPM, 
. Suhartoyo, recently reported a surge in 









: por Erin at the end of 1983. 


















































expansion are among the key short-term 
. goals for the Pakistan economy. Mean- 


shortage of electricity and natural gas is 
hitting industry and business. 

“The growth rate in 1983-84 will proba- 
: bly be lower than the previously projected 
.rate of 6.476," according to Finance 
. Minister Ghulam Ishaq Khan. Indepen- 
. dent economists, however. feel that Pakis- 
-tan will be lucky if growth in the fiscal year 
to June 30 is achieved at 5.5-6%. At that 
_level, it would be one of the lowest in five 


<= A dramatic fall in TT output of cotton, 
Pakistan's most. important crop after 
Wheat, is expected to result in a loss of 
.about US$300-350 million in exports. 
Against a production target of 5.2 million 
bales for the current year, the pest-hit 
rop is estimated to yield 3.2-3.4 million 
ales. Cotton is being imported from 
dan and the United States to meet 
mestic demand; and to ensure that tex- 
es and yarn production for the local 
arket and for export does not suffer. 
Pakistan currently faces a dry winter 
yich adversely affects the crucial rain- 
wheat; this, together with canal-irri- 
d wheat, makes all the difference be- 
en a surplus-and a deficit, Smaller 
ps in places have also suffered from in- 
acks and drought in recent months. 
sistent drought and shortage of elec- 
(which. shuts down water pumps) is 
atening a targeted 4%-plus Wm for 
culture. x 

1e growth target for industry i is more 
han 9% for 1983-84, though this sector, 
006, is affected by the energy shortage. Its 
ther problems are higher import costs for 
aw materials, spare parts and machinery, 
he.result of higher taxes and a decline in 
alue of the rupee, which is now quoted at 
13.50: US$1. The rupee was pegged at 
ts 9.90:US$1 before it was ftonted dagainst 
basket of. curre icies in Ja 9 






















-pite the 1983 domestic fuel-price in increase 
and the devaluation. Interestingly, the In-, 
. vestment Coordinating Board, or BKPM, . 
-approved an increased number of invest- |. 
ments from both domestic and foreign 






companies seeking investment approval | 
-before the end of the year to qualify for tax 
concessions under the old tax legislation, 


slamabad: Domestic growth and export 


while, inflation is raising its head once’ 
again and there will be setbacks in the- 
farming sector this year, while a severe 





istat ds d improvement of 15-20% 


roved under the foreiyn- investment 







actual amount realised is much lower. - 
‘Since 1968, only 2,611 projects worth 





Rps 5 trillion were realised out of some 
4,000 approved projects worth Rps 12.7 


trillion. For foreign investments, the dif- 
ference was less dramatic. Out of 925 ap- 
proved projects worth US$10.9 billion, 
759 worth US$6 billion were realised. A 
major portion of these investments was in 
the manufacturing sector, followed by 





making a dederiined: effort. to push its ex- 
ports — an effort which is essential, also in 
view of the reduced cotton crop. The 
Commerce Ministry says that exports for 
the five months from July 1 to November 
30, 1983, were US$1.01 billion, slightly 
lagging behind the performance for the 
same period in the previous year. Exports 
in 1982-83 were US$2.7 billion, compared 
to US$2.4 billion in 1981-82. Indications 
are that exports may catch up as a result of 
incentives being offered, as well as special 
cargo and shipping arrangements which 
are under consideration. (Rice, cotton 
yarn and textiles are Pakistan's principal 
exports.) 

Imports for the first four months of the 
current fiscal year were US$1.24 billion — 
much lower than for the corresponding 
period in 1982-83. Imports in 1982-83 


(US$ million) 


1979-80 6,008 
1980-81 3,408 
[OR I-82 5.760 
1982-83 5,530 
1983-84 1,690 
(July-Oct. ) 


au -Nov. ) 





were USSS. 53 billion; down a US$5. 8 
billion in 1981-82. Crude oil, petroleum 
products, iron and steel and machinery 
were the major imports during the first 
four months of 1983-84. Although re- 
duced imports help narrow the trade de- 
ficit, they also indicate a slowdown in the 
industrial sector. 

Pakistani officials hope for an improve- 
ment in the balance of payments. Their 
optimism is based on the projected re- 


duced imports and plans for expanding ex- 
ports. No official projections are available | 


as yet on what the balance of payments 
will look like by June 30, but estimates are 


that the deficit may be US$4-500 million, 


Pakistan's current-account deficit in 1982- 
83 was US$435 million, down sharply 
from USS$1.5 billion in the previous year, 
according to the Finance Ministry. "An 





- last year. Although this indicates à xub- 


: Stantial tise-in approved investmen the 


o in exports, ora 








Sumitro Djojohadikusumo, . is one of 
those projecting a brighter economic out- 
look in 1984 — foreseeing a real growth 
rate of 4-4.5%. Others generally agree- 
with the trend but do not expect the 
domestic economy to recover so quickly. 
However, most are quick to add that all 
these estimates assume stable world oil 
prices, which cannot be taken for granted 





. in view of the regional and internal ten- 


sions faced by some of Opec's major oil 
producers. = M ANGGI HABIR 





reduction of 10% in imports, will be suffi- 
cient to take care of this. Deol pays 
ments deficit," Ishaq Khan said. 

Foreign- exchange reserves as. of. June 
30, 1983, were US$2.8 billion, nearly dou- 
ble the USS$1.5 billion on June 30, 1982, . 
mainly because of larger home remi 
tances, aid inflows and higher export 
This is equal to around four months of im 
ports. Remittances from Pakistani work- 
ers abroad, at US$937 million, are run- 
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ning 10% higher for the four-month 


period July-October, compared to the 
same period a year earlier. Total remit- 
tances for 1982-83 were US$3.1 billion, up 
from US$2.22 billion in 1981-82, accord- 
ing to the State Bank of Pakistan, the cen- 
tral bank. The money helps to cover the 
trade gap and finance development pro- 
jects. 

Inflation is becoming a serious element 
in the economy, the State Bank said. It 
estimated an 8.6% inflation rate in the 
first four months of the current fiscal year. 
At that rate, inflation is rising 2.4 times 
faster than. in the same period last fiscal 
vear. Aftab G. N. Kazi, the State Bank 
governor, attributed the rapid inflation 
rate to a 26.3% increase in money supply : 
during 1982-83, compared to [1.4% in. 
1981-82. The trend set in 1982-83 is co 
tinuing. Independent economists estimat 
the current annual inflation rate at more 
than 2095, while the government. claims 
the rate to be less than 6%, based on a li- 
mited and defective cost-of-living index. 

There are three reasons for the rapidly 
rising money supply: growing home remit- 
tances, expanding exports and the rupee 
value declining against the US dollar. 

Larger exports and remittances mean 
that Rs 13.50 have now to be paid by 
the central bank for each dollar earned, 
rather than Rs 9.90 before January 1982. 
In other words, foreign-currency receipts 
are causing expansion in the money supply 







and in inflation; At the: same time, domes- 


tic agricultural and industrial production | 
has not expanded to match the money sups - 
ply. The government has not yet intro- 
duced any significant measures to deal 
with the high inflation rate. The worst 
cure in the current situation, independent 
economists say, would be to rai p aueaQy 
high taxes. | : 











if only we could fly the Taj Mahal 
fo every city in the world, we would. 
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Experience the grandeur of a bygone era aboard Air- 
. India's Orient Express. 
Somehow the world seems smaller and distant places 
seem nearer when you fly Air-India. 
Maybe it's the luxurious and distinctive fleet of 747s. 
Maybe it's the convenient flight schedules to 44 cities 
around the world. Maybe it's the gentle hostess who 
serves you as if you were the only guest. 
It's all this and more that makes Air-India's Orient SEE - /ZTMEPSE 


Express the orient express. - Window to a different world. 
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ver the years, the Hotel 
Malaysia has earned itself 
an enviable reputation as 
possibly the best hotel value in 
Singapore, particularly considering 
its location — only one minute's walk 


STIPE EREUE RHE i 
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from the vibrant Orchard Road. 
Today, two things 
have changed. 
Firstly, 
pric id A feast awaits you. 
exquisite by Dine European in the intimacy of 
. completing La Ronde 
an extensive Continental 
refurbishing Restaurant. 





Sample the 
glories of the 


programme. 
Secondly, the hotel now proudly 


bears a new name — the grape in the 
Boulevard Hotel Singapore. Grapevine 
Wake up to the vtec 
luxury Western or local snack 24 ds day 
that is the Boulevar d. in the Coffee House. Or unwind in the 
Tea and coffee-making facilities Boulevard Lounge or poolside bar. 


in every room. Larger-than-usual " 1 
rooms with mini-queen-sized or king- More big excitement 


sized in 1984. " 
beds. In 1984, we will have 2 QA 







completed the 15- A * ts 
storey Atrium a aS. f 
Wing which SOS 
will add a further 
350 rooms, an extra 

i swimming pool and a special 


selection of 70 rooms reserved for 
our Business Class guests. All in all, 
the changes to the hotel have been 
dramatic, but the increase in cost, 
hardly noticeable ... representing 
possibly the most affordable luxury 
in Singapore. 


Pantry counters or kitchenettes with 
built-in bars. And totally new colour 
schemes in pastel shades. We've even 
upgraded our security — your old 
room key has been replaced 

by a personalised 
computer key card. 








BOULEVARD HOTEL 


SINGAPORE 
40 Cuscaden Road, Singapore 1024. Telex: RS 21771 CUSTEL. Cable: CUSTEL. 
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GOODWOOD PARK * YORK HOTEL * 

LADYHILL * BOULEVARD HOTEL SINGAPORE 
Reservations Worldwide: KLM © Golden Tulip Hotels. Utell International. 
Australia and Japan: Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel Booking Service. 
Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline. 
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WWF/Kojo Tanaka/BCL 


The 
Giant Panda 


needs your help 
to survive 


(E every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and ine 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 


WWF WORLD WILDLIFE FUND 
WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather. 


















Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but af- 
‘fect the entire world. Asia 1984 Yearbook covers these 
events, -compiles analyses and interprets them. No 
usinessman can afford to ignore them. Nor can any 






medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In its 95th Edition 

The Asia 1984 Yearbook, celebrating its 25th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 


have gone into greater detail, with deeper insight, to pro- 
_ duce a book that anyone who has any dealings with Asia 


should have on the bookshelf. 


Features 

The Asia 1984 Yearbook includes two new chap: in 
the Special Section, namely Commodity Futures and 
Asian activities at the United Nations. You will find fami- 
liar chapters and features as well: a Regional Round-up, 





3anks, Asian Finance, Asian Investment, Energy, Com- 
“modities, Aviation, Shipping, Trade & Aid, West Asia, 
-South Pacific and Asian Organisations. : 













ountries. Each is divided into 3 sections — Political/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
.— ranging from Afghanistan. through China, to 
ea and Japan, down through the Philippines to Aus- 
‘New Zealand, and then back to Pakistan via 
onesia, Singapore and Malaysia. | 


1e past, the Yearbook has an abundance of 
- charts, tables and graphics to illustrate the material, in- 
-cluding a full military profile of every country. 


Country-by-Country Analysis 

. Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
id Infrastructure. The Yearbook gives you localised, 

St-hand information on everything from market poten- 
d population trends to foreign aid involvements 










»xecutive or scholar or anyone who has dealings with. 
"Asia. Decide for yourself whether any other single 


.. Soft Cover: HK$150/US$19.95/£13.00/M/5$42.50 
Hard Cover: HK$180/ 650.00 


.The Power Game, Population: & Food , Development 


: The main body of the book contains chapters on 31 


jal and cultural al landmarks: Each section n fas S ENER 





als been supplied with | 
against a master ques 
experts. 


How We Did It Q1 7888 
Published by the Far Eastern. Boao Review. 1h 
Yearbook i is the result of thou fm 














provide on-the-spot. reports from : ever ma 
aN de Islamabad 1o oe Tagus de 


staff contibuta MA s hoy ha sea 'egula; 
keep the Asia Yearbook pet inent. To give you y c 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 













For airmail delivery, please a CUN SET 3.50 


To: Publications Division, . 
Far Eastern Economic: Review, 
G.P.O, Box 180, 
Hongkong 


Piease rush me copy/copies of the Asia 1984 Yearbook as 


indicated. | enclose a cheque/postal order for 2 


"LE lu 1S1." 
W- € 7 s a aD WS Ye TO Te LAT Ao NO) EI om ues de MEDIAS AL um d heo ROAD e UR 


Asia 1984 Yearbook (Soft Cover) 
Price: HK$150/US$19:95/£ 13. aia ae 50 each 


No. of copies aa NET Li by surface Li by aima 
Asia 1984 Yearbook (Hard Cover) 

Price: HK$180/US$23.95/£15. 90/M/S$50.00 each 

No. of copies |... by surface L2 by arma $ 
‘For airmail delivery, please add. . HKSAS/USSO/ /CA/MISS13:.50 per - 
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, Japan is where eighty percent of the world's copiers are 
"" produced. So without doubt it’s the toughest and most 
. competitive copier market in the world. 
Ricoh has been the number one sel ling copier for seven straight 
years — from 1976 to 1982. And that's because our copiers set 
Standards of quality and reliability nobody else can copy. In fact, 
our commitment to quality i is so great, we're the only company to., 
have won Japan's prestigeous Deming Prize for quality control, 
twice. Ricoh. The number one selling copier, because exceptional 
-standards keep us one id ahead.. 











With optional: Sinieulomatic 
Document Feeder and Sorter. 






RICOH 


Quality through cooperation 


S RICOH COMPANY. LTD. 155, Minami-Aoyama 1-Chome, Minato-ku: Tokyo. 107, Japan. Phone: i031 479-3111 Fax: (03) PONENS 
con BUSINESS MACHINES, | LTD. 2901 Wing On Contra, i 11, Connaught P Road, Central, Hong Kong. f Phang: 54341 25/6 Fax 5432: vh 
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COVER STORY i 
The lucky country begins to stir from self-dest 
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B ay AP Bowring 
re a For a country so small 
J in people, so large in 
area and so important 
in world trade, Aus- 
tralia is quite extra- 
ordinarily self-absorb- 
ed. Daily this is appa- 
rent in the news- 
papers. Periodically it 
surfaces in a flurry of 
books on the national psyche and national 
goals. The early 1970s saw such local best 
sellers in this genre as The Lucky Country 
and The Great Australian Stupor. Re- 
b) Australia watchers (and all Aus- 





ralia watchers are Australians) have pro- 
duced such titles as The Australian Di- 
lemma (by academic Bruce Grant) and 
Sleepers, Wake (by Barry Jones, an all- 
purpose pundit and currently minister for 
science and technology). 

Profound thinking about the national 
condition is seldom reflected by the press 





or the politicians, both of whom are even 
more obsessed by hyped-up political skir- 
mishes and bureaucratic back-stabbing 
than their counterparts in Washington — 
a problem of having a capital in a small 
country town. But the appearance of such 
books are clear evidence of an awareness 
that many things in Australia need to 
change if the nation is not to drift gradu- 
ally down the scale of international 
achievement. It is an awareness that 
seems even to have touched a substantial 
number of politicians, several in the 
cabinet — and though still in its early days, 
Prime Minister Bob Hawke's cabinet 
shows evidence of being the strongest line- 
up since the 1960s. It has even seeped into 
parts of the trade union movement, the 
manufacturing community, leftist aca- 
demia and other strongholds of isolation. 

This is not the brash, self-confident 
mood for progress which lifted Gough 
Whitlam to power in 1972 and which was 


FAR EASTERN ECONOMIC REVIEW e JANUARY 19, 1984 





reflected in rapid social change am 
spawned a government which on one level 
was inspirational, on another the domain 
of arrogant incompetents. Its prescrip- 
tions — nationalism, centrism and wel- 
farism — were valid enough at the time 
but created as many problems as they sol- 
ved. Seen in retrospect, they were more a 
reaction against the past than a correct 
prescription for a future in an Asian envi- 
ronment undergoing a stunning rate of 
economic change. 

Today's mood is far from euphoric. 
Australia is recognised to have fallen be- 
hind in important areas and the conse- 
quences are beginning to be felt as well as 
perceived. In retrospect too, the failure of 
the seven-year gov- 
ernment of Mal- 
colm Fraser is seen 
not so much as the 
divisiveness of in- 
voluble rightwing- 


ery but in its almost total failure to ac- 
complish even the changes that it es- 
poused. Even by Australian standards, 
few governments have been so preoc- 
cupied with political manoeuvring at the 
expense of consistent government. 


Hews thus came to office in March last 
year with a major advantage in addi- 
tion to his parliamentary majority: per- 
sonal popularity among a remarkably 
wide cross section of the population. He 
was seen not simply in terms of being able 
to bridge ideological divisions within so- 
ciety, but also as possibly capable of push- 
ing through changes which the public at 
large recognised as generally in the na- 
tional interest but have been long stymied 
by narrow ideology or special-interest 
considerations. 

In political terms, Hawke is the ultimate 
centrist and it may seem paradoxical to ex- 
pect change from one so wedded to con- 
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an impressit 
people over t 


politicians. 
There has been p.d 
sions such as allownh. V SS. 
DEN 


uranium or Hoanng th 
(REVIEW, Dec. 22, '83j 
change controls; all of wh 


turning party policy on its head. To the 
people at large these could be represented 
as being in the broad national interest 
while to a pragmatic cabinet they were 
simply sensible policy choices. The party 





ideologists have little option but to go 
along with decisions, unpalatable to 


many, provided the leader retains the con- 
fidence of the electorate. 

Hawke, however, is not so strong that 
he can ignore the party, not yet court 
being branded a traitor by the unionists he 
used to lead as head of the Australian 
Council of Trade Unions. Economic 
policies have been pragmatic. But, in a 
context where words like “business” and 
“profits” are sometimes suspect, often ad- 
judged “rightwing.” They have had to be 
matched by real commitment to social 
change and equality. In fact, though 
Hawke has been most praised for busi- 
ness-oriented pragmatism, he has moved 
surprisingly quickly in some areas dear to 
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f government will run 
fitionalised unionism 
fions and attitudes at- 
fluding restrictive prac- 
f in the ensuing battle 
Inurtured image as a na- 
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f still early days and Hawke 
hay stumble, if either through 
fbad j judgment his government 


Iralan levelling tradition of cut- 
m the “tall poppy” asserts itself. 
Pthe Canberra media, which used 
put of Hawke's hand, are showing 
M irritation with his style. 

Avever there is another Australian 
tion, most evident at the state level, 
Fa leader who can somehow identify 
1 the broader national or state interest 
| (even if his actual policies are secta- 
- become an established institution. 
Pucensland Premier Joh Bielke Petersen, 
Wwho has been in office for 15 years, is the 
current example. A decade ago, Whitlam 


| was tipped for such a que. But he was a 





iex: How fone it 
efine its role region- 
ally? P 





These and other 
questions on ^ Aus- 
| tralias domestic, 
| economic and social 
| policies were raised 
ZU the RE VIEW'S oe 





with Australian Prime Minier. Bob 
lawke. Here are some excerpts from that 


tendency under the n e of 






iportant i int han itreally 
"ve got to av ne hand, 
tating § your importance, and, on the 
n assuming because you are just 16 
on people in a world of 4 billion that 
€ is nothing vou can do. We have in- 
i that we do have things to say that 
ought to be listened to by some people. in 
he past a whole series of governments has 
n tear ot allowed ; vustralia to be the re- 
| ies. "We are 
rmine: jit q our- 



















quated with failure. Or if that 


alia’s position in the world: There. 





















| power and to acquire the consensus’: 


1 ete MERE OP eM i a A AAA NN a rr eS errat br tq Hn mer here i V arm trinitatem unten vtt tmn eem meme mn 


, countries or EE P epi ancer inie a it 


creed appears d ) be not to. try | 


the power structure, but to- Show hat Y et 
can operate the existing structure more ef i pr ter : 
Es nemployment reached levels unknown ` 
since the 1930s but created surprisingly lit- 


fectively. That is the way both to stay in 





pau Tor is policies which il make | 








THE SWELLING RANKS 
OF JOBLESS 


Fiscal year avera ge 1 
1976-80 
1980-3] | 3. 
1981-82 6.2 
. 382-83 
June 83 
Now, 83 























permanent. 

The government has been p 
fortunate in the timing of its coming to - 
power. Most obviously, it almost kon 
cided with the bottom of the economic 
cycle, which in Australia was the March- 
June quarter of 1983. Thus, there is every 
prospect of the recovery carrying through 
1984 and of Hawke going to the polis late 
in the year and winning (if for no 


substantive change both. easier and more 
| 
| 
other reason) on United States Presi- 


selves as to where we are going and how 
we are getting there 


Position in the region: We have to adopt 


polieiés within Australia which maximise | ta 


1 
| 
| 
i 
our growth potential otherwise we will be- | 
come less able from a position. of | 
economic strength to play our part in the | 
region. We must have policies towards our | 
own economic structures which are going 
to mesh Australia into the region, to make 
Australians and the region understand we | 
are part of it, So we can contribute to and | 
benefit from its growth. We must con- 
struct a cohesive range of policies to- 
wards, for example, what we are doing | 
about levels of protection, and restructur- | 
ing of industry, consciously develop 
policies vis-à-vis Asean and North Asia E: 
which recognise the. inevitable geographic bn 

! 

= 

| 

| 

as 


and economic realities of this part of the | 


wor id we are in. 


Asean: Past history is not very important, 
Countries of Asean are 
about perceptions of what's going to be in 
their interest. We are not an outpost of 
European civilisation, nor a white outpost 
on the rim of Asia. We are part of it. The 


| surfaced in 1982, and ma 


| the 
| Economic Summit held in April. 
| sentatives of all major sections were at 
| least able to agree that a lot had gone 


ery strong — be 


hard-headed 


> recession : 
have made: a a profound impression on 1 AUS- 

| led to questioning about the ap- 
| of some of its institutions. 








tle anger. It was recognised that trádi- 
tional Keynesian remedies were not suffi- 
cient. Even union leaders came to ac- 
knowledge that wage rates out of line with 
productivity or profits were. a major part 
of the medium-term employment prob-- 


| lem. For the longer term, there was the 
| beginning of a realisation that technology, 


would change the economic structure in 
ways as vet difficult to foresee. 


R: ealisation that Australia needed to re- 
impose some. discipline on itself first 
possible even 
for the unpopular and ineffectual Fraser 
government to sell the idea of a wages 
freeze. The freeze held wages static for the 
first nine months of 1983 and was a gift of 
inestimable value to the incoming governa = 
ment. Hawke further skilfully exploitedas 
national mood with his Nationa 
Repre-" 











wrong and were persuaded to express 


| their particular interests. in less crude 


terms than they had been accustomed to. 
Contrary to many expectations, the re- 





"is to he ir benefit to have good relations 


with a country of vast resources and 


| capacities in a number of areas. 


Cambodia: There probably isn't any other 


| country in the world which has relations 


with all the main players as Australia. Re- 
lations with Asean are good; no country 
has better. relations with China; we have 
"Qthanever relations 
| we have a capacity to 
! ened to by Vietnam. Inthe 
resolution: of conflict it is important to. 
have a body or country which can talk. t 
all players. We don't mean we are going: 
resolve that situation but we may be able 
to get dialogue faster than it might other- 
wise nappe n. 7 











Main domestic goals: | want tosee e Aüstrá- 


| lia being a more cohesive society. dl was 







able to witness the corrosiveness of the 
policies of the previous seven years when 
Australia was a more divided society than 
at any time I can remember: We want to _ 
try to make Australi: more cohesive. That — 
st abc erything else. We — 

ig On the part of the | 

| "lint the- most effective E 












brake o their epee one: E don't think; d 
from my: ‘Study, that one can achieve re 
sults by appealing to people's morality. 


Education: A major objective is to re- — 
structure our. whole education: and train- 



















CeSSIC aft 


she LT his apn: pe deest bessere D no onl 

because of the employment appeal of re- 
vived protectionism. The tyranny of dis- 
tance and a growing cultural isolation, 
as old ties with Europe wither faster 
than newer ones with the US and Asia 


grow, could have caused such a re- 


treat. Furthermore Australia is capable of 
achieving a remarkably high degree of 
self-sufficiency: its resources self-suffi- 
ciency is obvious. Moreover, as it proved 
with the World War II development of its 
industrial base, it has sufficient theoretical 
grasp of technological knowhow to create 
many of its own industries if it has to. But 
Australia has also learned the hard way 
that the economic cost of greater self-suf- 
ficiency is high. 
During the 1979-81. period, when 
growth was pushed along by an energy- 
based minerals-investment boom, it be- 
came very generally accepted that old, in- 
efficient and labour-intensive industries 
could be allowed to wither away under the 
force of import competition. Resource ex- 
ports would rectify the trade effects, and 
owth of the tertiary sector would create 
lit new employment. The process would 

ave the desirable effect of linking Aus- 
tralia more closely to the economies of 
Asia. 

Australia’s achievements in opening up 
its markets are considerable, but often un- 
recognised. While protection of several 
big industries remains high it is mostly in 
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Australian gold: from boom to recession. 


old industries where demand has at best 
been static. Shifts in demand towards new 
products, such as electronic equipment, 
has been met to a very large extent by im- 
ports. 

When the mining boom faded, the 
world was already in recession. The ter- 
tiary industries failed to replace the manu- 
facturing jobs lost to recession and import 
competition, and one might have ex- 
pected a rapid re-erection of barriers. It 
has not happened despite very strong sec- 
tional pressures from both unions and bus- 





ing programmes to make them relevant to 
the development of the economic struc- 
ture. We must keep our kids in the system 
longer. We have one of the lowest reten- 
tion rates in the Western world. We must 
train people more effectively for the jobs 
that are emerging. 


Social welfare: We must aim for a more 
equitable society. As an increasingly aging 
society, the demands on our resources 
must be structured in a way that those 
most in need are going to get the most 

elp. This explains our policy on super- 
boo: and the assets test. 


Unemployment: It's not wise to put fig- 
ures on what you can achieve. We are 
looking at both sides of the equation — 
the demand side as well as the supply 
side. We are looking at retention rates and 
exploring the idea of alternative-lifestyle 
communities to provide satisfaction for 
people outside the conventional produc- 
tion system. 


Wage indexation: Our support for wage 
indexation is a reflection of our know- 
ledge that in the history of Australian 
wage fixation — and not just wage fixation 
— the principle of comparative wage jus- 
tice is very deeply entrenched. In 1983 it is 
arguable that without indexation wage in- 
creases would not have been as high as the 
4.2% increase associated with indexation. 
But I am totally confident that for 1984 
and 1985, with the economy in strong 





growth, wage increases under a freed-up 
system would be significantly higher than 
under our system. We are looking for 
wage increases in 1984 of no more than 
5% which will be lower than the increase 
of our competitor countries. If you freed 
up the system in a period of high growth a 
whole number of sectors would have wage 
settlements way beyond 5%, the com- 
parative wage justice principle would then 
operate too and the weaker ones would be 
dragged up. The majority of the business 
community now accepts this. 


Immigration: Family reunion will remain 
important but our approach to the free 
element will be related to our percep- 
tions of our economic capacity to absorb. 
If the economy improves more dramati- 
cally than we are talking about we may be 
able to talk about expansion. But you 
can't try to meet the longer-term demo- 
graphic problems by, for example, saying 
you are going to bring in 200,000 a year or 
only people of marriageable age. 


Uranium: The head of the International 
Atomic Energy Commission really 
pleaded with [Foreign Minister] Bill 
Hayden not to withdraw from the supply 
of uranium because if you do the gap will 
be filled with much less reliable produc- 
ers. We do have a capacity to have some 
influence if only negatively. If we were to 
pull out [of exporting uranium] the world 
nuclear fuel cycle would be much less safe 
than if we were in it. 
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al peers that t fi as lbe cient. answer | 
| to the problem. In cruder terms, the in- 


terests of the majority — the employed — 
for cheaper cars and TV sets are stronger 
than the interests of the minority who are 
unemployed or in marginal industries. 
Structural unemployment emerged as a 
serious problem in the late 1970s but the 
recession drove it to new heights and a 
cyclical upturn alone is not thought likely 
to bring it below 8%. Manufacturing em- 
ployment has declined to 18% of the total. 
The shakeout was desirable but it might 
have happened more slowly and been less 
traumatic had the massive capital inflow 
encouraged to fuel the mining boom not 
enabled the exchange rate to remain 
higher than it otherwise would have. 


he effects of the mining investment 

boom, good or ill, also followed a period 
in the second half of the 1970s when na- 
tional income grew only a little faster than 
the population. Profits and investment 
barely emerged from the trough that 
Labor's disastrous economic management 
in 1974 had pitched them. And with re- 
source exports showing little growth, the 
severe weaknesses of the manufacturing 
sector were gradually exposed. Many in- 
dustries were confronted in 1982 with a 
combination of recession and an over- 
strong currency — for some it was a con- 
frontation that proved fatal. 

In one sense, the labour shakeout was 
desirable or inevitable — similar things 
happened in most OECD countries. But 
unemployment and the growth of low-in- 
come self-employment created much 
more serious income disparities than 
egalitarian Australia is accustomed to. 
This confronts Labor, the party of equal- 
ity and welfare, with a particularly acute 
problem. Wages' share of income must 
fall if there is to be sufficient investment 
and sufficient incentive to hire labour and 
secure a significant decline in unemploy- 
ment. Labor's policy, which the union 
leadership is committed to support, of di- 
rectly indexing all wages to the cost of liv- 
ing may work to this end as the recession 
ends and production rises faster than 
prices. But even then it may penalise skill- 
ed and competitive industries more than 
others, and thus greater equality will slow 
the restructuring needed if old industries 
are to be replaced by new ones. 

Restructuring needs money — for rein- 
vestment — which many businesses do not 
have because of a long-term low level of 
business profits. And it requires new in- 
dustries. These have been slow to emerge, 
partly through insufficient home-grown 


technology, partly through the small size - 


of the domestic market and partly through 
shortages of capital. Partly too, according 
to one theory, because Australia's “Cul- 
tural Cringe" induces a belief that local 
enterprise is incapable of competing with 
the Japanese and West Germans. Top 
management in Australia today was 
reared in the era of McEwan in the 1950s 
when the emphasis was on output not on 
efficiency or competitveness. 

But another key reason is shortage of 




































































d of living substantially higher than 
evels of technology and education entitle 
it to on an international comparative 
basis. Many of the service-industry jobs 
which have emerged in recent years have 
lower skill levels "than the outmoded in- 
dustrial jobs they replaced. 

In Australia, 60% of youths in the 15-19 
age bracket are in the labour force, double 

the average for other OECD countries. At 
the tertiary level, science and technologi- 
cal subjects have declined in favour of arts 
and social studies. Poor quality in state 
education has increased the attraction of 
private schooling, adding to social divi- 
sions. Answers to this problem include 
more money, stronger parental belief in 
the value of education, and a teaching pro- 
fession which does not resent the idea that 
there must be some linkage between the 
school and the economy. 

At present, Australia is not simply shar- 
ing the relative decline of the European 
civilisation from which it sprang. If mod- 
ern skills are the gauge, it is going down 













Australia has always 
been an importer of 
capital. However, the 
scale of the current- 
account deficit (and, 
therefore, the need 
for compensating 
capital inflows) in re- 
cent years has been 


6% of gross domestic product in 1981-82. 
XC that level, Australians began to be- 
ome a little concerned at their depen- 
ence. It was brought home in early 1982 
hen the deficit, combined with percep- 
tions by inte rnational markets that domes- 
tic interest rates were insufficiently attrac- 
tive, caused an outflow of capital which 
early exhausted foreign-exchange re- 
ves. But Australia has always found it 
ry easy to borrow as it has one of the 


oblem was only temporary and when in- 
est rates went up, money poured in. 

Now that the deficit has fallen to the 
95 of GDP level it has, in the conven- 
ional view, ceased to be a problem. A 
e part of the deficit was, anyway, 
ed as due to the surge in mineral in- 
stment which needed financing ànd 







‘provement in the current account was one 
reason for the heavy inflow of money in 
he second half of 1983 which led to the 










many traders that it would rise. 





flow and. an. efficient farm : sector — 5 
tralia has been able to sustain a stand- 


massive, peaking at 


st credit ratings in the world, so that . 


ould be self-liquidating. Indeed the im- 


loat of the dollar and the expectation of 


e should. be | 


tive society which traditionally despises 
"bludgers" (freeloaders). But the leisure 
ethic to which the climate gives support 
has been growing. Serious poverty prob- 
lems exist. But for the majority life is still 
comfortable and the needs for a reasser- 
tion of the work ethic not obvious. Un- 
employment itself seems to have in- 
creased the attraction of an "alternative 


computer to rural self-sufficiency. 

The conventional thesis of what Austra- 
lia needs is continuing, but gradual, re- 
structuring of older industries together 


oriented ones — preferably owned by 
Australians rather than foreign multina- 
tionals, so that local innovation would be 
encouraged. (A scheme of incentives for 
industries in this category is being 
launched.) The longer-term objective 
would be to develop specialities so that 
Australia would become a world leader in 


Time for mobilising 
more domestic sa ings | 


cause for concern. Even now, with invest- 
ment flat on its back and the economy only 
just emerging from recession, the deficit 
remains at historically high levels. It is 
now at about the same rate as persisted in 
the late 1960s. But then the economy was 
growing at a persistent 5% rate, Australia 
is still thinking of its capital needs as 
though these were the old days when the 
population was growing apace, the indus- 
trial base was broadening and the econ- 
omy was more akin to those of some de- 
veloping nations than to the mature 
OECD economies. 

But that is all changed. Australia's per- 
formance in recent years has paralleled 
the smaller OECD nations rather than the 
developing world. But the inflow has ac- 
tually increased and now that the invest- 
ment boom is over it is easy to see just 
how ready access to money has enabled 


consumption and an overvalued currency. 
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more : motivated. ‘Australia: isan acquisi- | 


lifestyle" or retreat from machine and. 


with the creation of new technology- | 








Australia to maintain an excessive rate of 


THE HIGH COST OF LOW GROWTH 5 
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| also misgivings about. the future. Jones, 


‘though an ardent advocate of new indus- 
tries and improved education; warns of 
the devastating impact that the informa- 
tion age will have on employment. New 
service industries may not come near to 
filling the gap left by automation, not only 
in manufacturing but also in existing ser- 
vice industries. Thus Jones seés a need for 
monitoring new technology prior to its in- 
troduction and abandonment of the.com- 
pulsory work ethic. His thesis is, by impli- 
cation, highly protectionist with regard to 

exchange goods, and movement of capital 
and technology. 


he thesis also- rejects the argument of 

mainsteam economics that lowering 
real wages and removing rigidities will re- 
store equilibrium to the labour market. 
Jones has some stimulating thoughts. But 
he may be trying to jump a stage in Austras- 
lia’s technological evolution and be creat; 
ing fear about some distant future whé 
much of local industry lacks curre 









The exchange rate has tended to rise on 
a real effective basis, adjusted for com- 
parative inflation and trade weighting. It 
has risen despite a decline in the terms of 
trade, lower than world average volume 
growth and — at least until recently — 
poor productivity performance. 

Australia now has a situation that bears 
some relation to that of the United States: 
high capital inflow attracted by high in- 
terest rates (induced by the budget de- 
ficit), and the nation's image as a "safe 
haven" when lending opportunities else- 
where looked so risky. In other words 
Australia has access to the international 
market though it should not really need it 
to the extent that it has. Although its 
terms of trade, as a primary producer, 
have tended to decline, Australia in other 
ways has been a beneficiary of the oil prig 
rises of the past decade, being itself main 
self-sufficient in oil and — particularly” 
after the 1979 shock — becoming an ex- 
porter of energy in the form of coal and, 
indirectly, through aluminium smelting. 

Another potentially troubling aspect of 






the deficit is that, in the past, capital in- 


flow was primarily i in the form of direct in- 
vestment. Now it is S oveownelmingly bor- 
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ployment. And, like so many Australians, 
he succeeds in writing as though Australia 
not only should, but could reduce its links 
with the rest of the world. : 

It seems a scientific version of the view 
that Australia has allowed itself to become 
an adj des of the. Bow Police ies or in- 








alternative to these "policies, piney self- 
reliance (an Australian: form of North 
Korea's "juche" motivation), or Bur- 
mese-style isolation. Even assuming that 
is what Australia might want, it is unlikely 
that it could have it. Australia i is important 
in world economic and political geography 
' but as a nation it is small and defenceless. 
“It is no more in a position to set an 
‘isolationist economic course now than it 
was to isolate itself from its British and US 
alliances in the past. 
d, Hawke and his senior col- 
gues are keenly aware of this, which 
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poo explains why e economic liberalising 





‘rowing, much of it quite short term and 
volatile. The need to manage capital flows 
‘has dominated exchange-rate and in- 
terest-rate thinking for the past three 
^years. — 
~-Resort to loans rather than direct in- 
vestment is to some extent desirable, re- 
‘flecting the fact that ownership and con- 
trol of mineral resources is more in local 
hands than it used to be. However, it 
underlines how inadequate savings efforts 
have been, particularly given the large call 
that housing makes on savings. 
"The debt level is still far from alarm- 
"ing. At June 1982, total borrowings by 
Australia (other than short-term trade 
credits) totalled A$23.5 billion (US$21.27 
billion) of which A$18.2 billion was by en- 
terprises and A$5.3 billion by government 
entities. Non-equity inflow in 1982-83 was 
kome A$9 billion which would bring total 
"debt to A$33 billion. A further A$3.5 bil- 
lion came in the first four months of 1983- 
/84:s0 the total now is some A$36 billion. 
Reserves have risen to a massive A$12 bil- 
"lion, a level hardly necessary for a floating 
-eurrency. But gross debt is now still equal 
" &o some 20% of GDP and 120% of exports 
“of goods and services. This compares, re- 
spectively, with Malaysia's 28% and 52% 













and South Korea's 38% and 89% — using . 


only. public- -debt figures. (Private debt in 
South Korea and Malaysia is relatively 
small but no figures are available.) With 
high real interest rates, the debt is begin- 
ning to become a bit of a burden. The 
short-term outlook is for continued reduc- 
tion in the current-account deficit, as ex- 
port volume continues to rise, but a re- 
covery in domestic demand is likely to 
end it back to 3% of GDP, too high for a 
untry with Australia's likely growth and 
— ~ PHILIP DEPA RING 
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ter Bill H oe have. given more Asin 
emphasis to foreign policy even if they 
have not always been adroit. Gone are 


Fraser's illusions of plaving a major role 


on the world stáge by bridging the First 
World and Third World. 


ut even they find that it is easier said 

Dan done to mesh Australia's self-in- 
terests and its perceptions with those of 
the rest of the region. The nation may sin- 
cerely want to be closer to Asia. But it can- 
not escape the fact that its cultural tradi- 
tion is, and will remain for a long time, 
deeply European — even very British. ft is 
a liberal, humanitarian culture and the na- 
tion is yet too young and.too small to be 
able to sever these.roots. On the economic 
front, keeping doors open to Asia is abso- 
lutely necessary but it is not in itself a solu- 
tion. There is an immense amount to be 
done in Australia if its slide is to be halted. 
A hundred years ago it was the richest 
country per capita in the world — top of 
the league along with the likes of Argen- 
tina and New Zealand. There is little 
likelihood of taking the Argentinian route 
to failure, but the New Zealand experi- 
ence should be salutary. — 

The Hawke government should be able 
to generate enough welfare measures 
(such as a new medical insurance scheme) 
and sufficient egalitarianism (as with the 
proposed assets test for pensions) to keep 
the Labor faithful in line. And, if he is 
lucky with the economy's short-term per- 
formance, Hawke may be able to achieve 
a significant rise in profits and investments 
(other than housing which takes a dispro- 
portionate share of savings) and to begin 
to get to grips with some of the entrenched 
interests that are holding Australia back. 
These include craft unions which hinder 
new technology; restrictive business prac- 
tices, such as the domestic airline system 
which has for years proved immune to al- 
most universal criticism; rigidities in a 
wage system which. discourages flexible 
manning, new technology and youth em- 
ployment and a tax system which favours 
speculation rather than productive invest- 
ment. There are limits to liberalisation 
and letting market forces free in a society 
long accustomed to the state enjoying an 
intermediating role. But by the same 
token there are opportunities for the state 
to focus more attention on key areas such 
as education and industrial change. The 
Hawke government has shown determina- 
tion both in liberating some areas and in- 
tervening in others — for example, plans 
to help venture-capital companies, more 
money for the Australian Industries Deve- 
lopment Corp., investment tax write-offs. 
and help for manpower training and re- 
search and development. — — : 

If Labor keeps it up, and can get re- 
elected a couple of times — and gets refer- 
endum approval for extending | the term of 
parliament to four. years — the many 
hopes which have been placed i in Hawke 


may be realised. If he cannot make Aus- 
M 
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mie Mink: B 
awke has had go 
fock and good jw 
ment in dane w 
the economy. 
covery, though o 
moderate, has su 
f cient momentum t 
i si fast well into the s 
ond half of 1984, whatever happens in. 
meantime on the international sce 
the domestic wage front. Fiscal 1983 
should see growth of 4-575, Howewver,: 
outlook beyond that is murky because s 
eral of the ingredients of the recovery are. 
not sustainable. | 
The turn of the tide came in the Seg 
tember quarter of 1983 when gross dome 
tic product rose a startling 4.4% compa 
with the June quarter. This was the 
quarterly: improvement in two years e 
followed the steepest single quarterly fal 
of the recession. The rise left GDP onf 
1.5% above that of September 1982. AL 
most half of the improvement was ae 
counted for by the farm sector, with farm 
product up 4396 with the ending of the 
drought. Other contributors were an ins 
crease in stocks, which had been rua down | 
to very low levels, and a pickup in exports, 
Imports declined, reflecting a continuing - 
fall in private capital spending other than 3 
on housing, which showed the beginnings” 
of a recovery. 
Government consumption rose sharply 
and private consumption edged up um 
the stimulus of transfer payments, despite 
a sharp fall in real wages. Prices kept 
ahead of wages, which continue 
held back by the wage freeze 2 
December 1981 until an indexed- 
4.3% across-the-board wage award 3 
made by the Arbitration Commission, 
fective from September 1983. 
The real-wage decline was reflected i 
sharp recovery of gross celta op era 
ing surplus in. both the June and Se 
tember quarters — but from a record lo 
of 12% of non-farm GDP in March. Bur 
ness net profits and cash flow also wer 
helped by declining interest rates. This. 
provement, coinciding with a declir | 
private capital spending and a rapid shor 
term capital inflow to the money ma: 
enabled the government easily to fund: 
huge deficit it has been running since 
recession took a grip and which y 
further enhanced by some measures im. 
August 1983 budget. An ASR.5 bil 
(US$7.69 billion) seinen was forecast 
the current fiscal year, though the « 
come may be A$1 bi Bon less. if une 
ment continues to fall f f 
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1982-83 24.8 
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Note: The above represents new fixed capital ex- 
penditute by private enterprises in selected indus- 
tries (current prices). L5 





and business profits continue to improve. 
Bond sales to the non-bank sector are al- 
ready sufficient to cover this year's deficit. 

The 1983-84 budget can be seen to have 
been a reasonably well-judged exercise in 
Keynesian stimulation. But the problem 
now is how to cut back the deficit to allow 
the private sector to become the focus of 
expansion while keeping intact accords 
with the unions which will, it is hoped, en- 
sure that wage increases are kept strictly 
o the index line. This is where economics 
akes a back seat to political trade-offs. 

- As for the main sectors, farm recovery 
will continue until mid-1984 though at a 
| slower pace than in the September quar- 
er. Export volume should continue to 








| “Populate or perish” 
is an old slogan long 
out of fashion in Aus- 
tralia, But it is a no- 
tion which underpin- 
ned the large-scale 
immigration pro- 
gramme that began 
after World War Il. 
The programme has 
urvived to this day despite the abandon- 
ent in the late 1960s of the “white Aus- 
ralia” policy, despite a middle-class flirta- 
ion in the 1970s with zero population 
rowth and despite unprecedented post- 
unemployment, | 

ustralia today has other demographic 
s than those which prompted the 
yn programme. But any funda- 
 rethinking on Australia’s 
nomic position, its defence posture 











£ aoad declinidi igin np 
ustralia has Fecenty woken’ up to the 
that, ae its population is still 


ut 0. 8% f. is natural), ‘the popiilace i is c be- : 
pidly This process will - 



















veral factors: 
all in the birth . 








rural exports will recover from 













fall to zero in population growth, 


drought. Some further stock rebuilding is 
likely. Lower interest rates and govern- 
ment stimulation may sustain a house- 
building re gh real interest 
rates are likely to remain high as long as 





US dollar ones do, unless the government | 


is able to reduce its own deficit and is pre- 
pared to see a decline in the currency. 
Some weakening may be desirable. The 
trade balance and unemployment proba- 
bly benefited from the March devalua- 
tion, but that has since been eroded by the 
currency's recovery. 

Perhaps more than anything Australia 
now needs a revival of business invest- 
ment. But there are fears that — as in the 
United States — such a revival would soon 
clash with an inflexible government de- 
ficit, force up interest rates and choke off 
investment-based recovery. In fact the 
situation is more complex. Mining and 


mineral-related investment ts a function of- 


perceived external demand and though 
some big investments are in the pipeline 
— such as the North-West Shelf — and an 
aluminium project or two that might be re- 
vived, in many areas there is sufficient 
spare capacity to raise output without sig- 
nificant additional investment. Mean- 
while, investment in enterprises focused 


























Why the need to import 
people i is as vital as ever 


rate from the late 1960s, the fact that the 


products of the post-World War H baby 


boom will be nearing retirement and a re- 
duction in relative migration. 

The number of people over 65 is ex- 
pected to rise by nearly 70% between 1980 
and 2001 and of those 75 and over to more 
than double. This has very serious conse- 
quences for government spending as it im- 
plies that, unless changes are made, pen- 
sions as a proportion of national income 
will have to rise. And, perhaps more im- 
portant, the burden on health and welfare 
services will become extreme. The gov- 
ernment has started to tackle the looming 
problem by shifting policy to making wel- 


fare payments on the basis of need rather 


than of right. But bigger changes yet in at- 
titude and social mores will be needed if 
the demographic shift is to be absorbed 


without too much strain. At present, some 


pressures are in the other direction — to- 
wards early retirement to create jobs for 
younger people rather than towards ex- 
tending retiring age. - 


Overall, the population is still growing - 


naturally as well as through migration. 


But this is only because of the current age. 


migration | 
dvnamism and diversity than it otherwise 









1973-74 
1974-73 
1973-76 
1976-77 
1977-78 
1978-79 
1979-80) 
1980-8] 
1981-82 
1982-83 
Note: The above represents public-sector . 
spending as % of GDP. 2 


*Including grants which finance roughly half 
state spending. 















































on the domestic market is more likely to 


be determined by a combination of cur- 
rent profit margins and perceived demand 
growth. 

The most likely outcome at the moment 
seems to be that the government will be 
fairly successful in holding down wages. 
Technical factors, including the new na- 
tional medical scheme, will hold down the. 
consumer price index (CPI). A firm cu 
rency and stable import prices will al: 
keep the CPI increase for the fiscal year 
down to 5-675. Union tolerance in toeing 
the indexation line is likely to last a while 
longer, particularly if the unions can be 
baited with the promise of income-tax 
concessions. The government can also 


At atime of high unemployment, pro- 
posing substantially higher immigration as 
a palliative for the demographic problem 
is not a viable proposition. The Labor gov- 
ernment has resisted pressures for sharper 
cuts in migration because of unemploy- 
ment. But there is still a widespread feel- 
ing that migration takes jobs rather than 
creates them, or that, at best, its employ- 


ment effect is neutral. 


The population-growth theories of the 
1950s and [960s were linked to creating a 
larger market for the local industries 
uu were fostered under high tariff pro- 

on. But these theories have bee 
ea discredited by the low productivity 
that characterised many of the import-re- 






placing industries, which remain a prob- 


lem for the’ economy as a whole. 
However, there is little argument that 
has given Australia more 


would have had. Indeed, the 1983 Na- 
tional Economic summit Communique 
agreed that “population and immigration 
policies are of fundamental importance to 
the development and growth of Austra- 
lian society." In which case, there may be 


a strong argument for. increasing the mig- 
rant intake. 2 


pouce iu that Australia. 
bis capable of eee a populate 


structure of the population. The fertility . E 


rate in recent years has fallen to the point | 


where the net reproduction raté is hover- 
ing just below one. indicating an eventual 











— may have to be the price paid to the 


party, wanting more welfare, and the - | 


unions, wanting tax cuts for the lower 
paid. Meanwhile, efforts to plug tax 
loopholes.for the. rich and m ike. benefits 
more selective are running into political 
flak from some. of Labors own con- 
stituents — the skilled 1 ia workers. 
The government. is unlikely 
from its assets: test 
New revenue ih 
cise duties, à 
















l rdrap will also bene- 
U without: iny income-tax con- 
j $ OF major new social spending the 





tem Under former prime minister Mal- 
_colm Fraser, spending as a proportion of 
.. GDP crept upward but financing was rela- 
“tively easy due to buoyant oil-tax re- 
venues. Now Labor faces its ideological 
demands for more spending when the na- 
cn al revenue growth is no longer there. 
-- 0 make matters worse, the borrowing re- 
` quirements of the state governments.and 
public bodies have increased drastically — 
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„at A$5.1 billion last fiscal year it was as 


much as that of the federal government. 


In broad terms, the best hope must. be B 


for farm incomes and exports to stimulate 









was settled by Europeans, the settlement 
of Australia was from its temperate south. 
But. the long-term possibility of other 
peoples — against the will of the existing 
population — wanting to settle the empty 
northern fringes cannot be ruled out. 
- Furthermore, distance and emptiness 
: used to be regarded as a good defence for 
Australia, by Australians. But the focus of 
the Australian economy has changed since 
. World War II. The people, along with 
„most of the sheep, the wheat and the beef 
are. still in the south- 
east. But the new eco- 
nomic factors — the 
coal, the iron ore, the ~ 
bauxite, the uranium 




















government’ s favour but a continuing | 
large deficit — at present it is 5%-of GDP 
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and the offshore gas— |. 
aremostlyinthenorth. | Meens Agé PoP 
„Once Australia could 22+ 
-think in terms of de- 
.fence using space. qu 
w it is virtually in- 18* 
le of defending 16° 
mining installa- d439 
ions from small com- da Do olo 
-. mando or sabotage at- 42. 
.facks, let alone any- 
thing. more serious. 10* 
“They are mostly not ge 
far from the coast but 
remote from most 6° 
habitation and inter- 4e 
nal lines of communi- 3 
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¿cation are tenuous. 
The lack of obvious Qe 
enemies and the wan- 








1983 


Source: Department of immigration and Ethnic Affairs, Australia: Population 
ge Forecasts 1983- 86 with M FROeROnE for selected years to 201 1, 1983. 


GDP growth. But wi 
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Note: Gross domestic product (average 1979-80 
prices). 


consumer spending while static real wages 
generate further increases in profits. That 
would stimulate investment and also pro- 
vide the savings to enable the deficit to be 
financed without having to keep interest 
rates so high or inflating money supply. 

Money growth has been a little more than 
the original 9-11% target for 1983-84, at- 
tributed toa massive inflow of foreign cap- 
ital, particularly prior to the float. The 
target has been revised up by one percent- 
age point, purportedly to reflect higher 

with the currency float- 
ing, capital flows will no | nger provide an 
excuse for overshooting 1 money growth. 









make these concerns theoretical. But Aus- 
tralia is unlikely to be able to leave the 
habitable, 
with only ascattering of people for ever 
From a more immediate economic 
viewpoint, the present migration policy 
might also be criticised. Labor's policy has 
been framed with the best intentions. The 
projected migrant intake for 1983-84 is 80- 
90,000, or only some 10% less than in the 
previous year. But family migration will 
constitute : some 60%. Refugees will ac- 
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well-watered. northern' areas | 































> path igl i 
value of the currency; t ch i many ` WO 
argue is too high already, or Tower rat 
signalling. a fall in the currency wihi 
could lead to a steeper than desirable fall 

Much further it is impossible to see 
Ideally it would have been better to havea 
sharper and larger sust ined cot 
in real wages than Lab nmit 
full indexation nc 
realities of the. , 

may never have been | 

The big shakeout | 
teady taken AER Soi 


































ina such as Cars, ine dede 
should now be only gradual. But busi 
profits and investment are still a long 4 
from being adequate to provide for 
labour force growing by 2% a vear. 
On the plus side, Hawke and fello 
ministers such as Treasurer Paul Kew 
and Industry Minister John Button hi 
generated considerable confidence. 
their economic Management abilities 
the next few months prove they can k 
the unions in line there could be a 
surgence of investment and entreprene 
ship. Poor though its performance 
been, given the extent of its reso 
Australia still has better prospects. 
most OECD countries. | | 
~~ PHILIP BOWRING 
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and pioneering spirit of individual i 


higher intake, 


count for 20,000 — with Indochinese 
maining the largest single category = 
with" increased numbers from Le 
America and the Middle East. Howeve 
"labour shortage and business" migratio 
will fall to less than 10,000. 
The emphasis on damily reunion isi 
keeping with humanitarian instincts, 
some critics of the programme suggs 
that it results in a high proportion of un 
skilled migrants, particularly from 
ern Europe and the Middle East 
also now some from Vietnam und 
Orderly Departure ds ean eja 
pense of more skilled workers ana 
sional people, for which the 
sources are Britain and northern & 
on one hand and Asia on the other. I 
year, Asian migrants totalled 24,486, . 
26% of the total. But half of these wer 
fugees. Proponents of a different mig 
mix also suggest that family migr tes 
does not attract migrants with the ' 
grants. Despite occasional racial stirt 
Asian migration has been absorbed. s 
an ease unimagined 20 years ago. A 
lia could probably benefit from a m 
oarticularly of Chi 
from Hongkong and Southeast Asia. 
But nevertheless, the Labor g 
ment deserves credit for not yiek 
pressure for bigger cutbacks, and fore 
cising a transparently non- -racial s 
policy. The nation as a whole « 
more credit.than it gets for continu 





generous attitudes towards refüg 


various quarters, but ce X 





Australia began and 
ended the 1970s with 
mining booms. 
despite its enormous 
wealth of resources 
and its position in the 
western Pacific 
gion, the growth 
centre of the world, 
over that decade Aus- 
tralian exports grew at an annual average 
of only 16.5% compared with a world 
average of 20.8%. Volume growth was 
3.6% compared with a world average of 
5.6% and its share of non-communist 
world trade fell from 1.7% to 1.2%. Aus- 
tralia's low ranking was roughly on a par 
with other advanced countries for whom 
rimary commodities represented a large 
or predominant. exports share: Canada, 
New Zealand and the United States. 

. The nature of trade in primary com- 
nodities ténds to understate its true rela- 
performance: the percentage of na- 
val value added is very high, while for 
exporters of manufactures, particularly 
relatively unsophisticated ones, there is a 
igh import content of raw or inter- 
nediate materials. Thus, from newly in- 
i ustrialising countries, national value 
added is quite low. Furthermore, Austra- 
a was fortunate in being largely self-suffi- 
stent in oil products and so its trade value 


erally by the oil-price rises. 

But after accounting for these factors, 

e performance was disappointing. Aus- 
ia's share of exports of its main pro- 

ducts also declined, as did its terms of 
ade. All this helps explain the general 
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s in local-currency terms rose a 
e i n 1281-82 — à o 














aming coal and aumau — under 
signed in the aftermath of the 
oil crisis. Slightly further ahead 
Is ; the Fani of RM from the 


















gold, uranium and other metals. 
the factors WIEN ae retarded ex- 


| ies, ipie icu PE Pd bo the Euro. 
pean Economic Community to dump 
. sugar and dairy products on the 
the w ih d it had r not ¥ a for Une 








was not inflated so much as world trade - 


| adiere are some pickings to be had | 


But | 


Ip: 


Japan is a big market for Australian 
farm products — but only as big as the Ja- 
panese are willing to permit. The rise in 
US-Japan trade frictions has hurt Austra- 
lia because it lacks the political clout of the 
US on issues such as beef quotas. As for 
the US itself, for all its talk of free farm 
trade it keeps a strict quota on beef im- 
ports from Australia and maintains heavy 
protection for its sugar producers, 

On the brighter side, Australia has in- 
creased farm sales to South Korea (wool, 


beef and sugar), Taiwan, and to a lesser 


extent China (a major market for wheat) 
and Asean countries. So long as world ag- 
ricultural trade is hemmed in by subsidies 
and restrictions, Australia will continue to 
have serious problems. However, growing 
wealth in East. Asia should continue to 
stimulate demand for meat which Austra- 
lia is best placed to provide. 

Mineral exports, headed by coal and 
iron ore, which fuelled Australia's growth 
in the 1960s, have suffered from two 
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US 

Britain 
New Zealand 
West Germany 
Saudi Arabia 
South Korea 
China 
Taiwan 
Hongkong 
Singapore 
Malaysia 
Indonesia 
Asean 
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major problems — both related to Japan. 

Japan takes two-thirds of coal exports and 
80% of iron ore. First, expansion of 
Japan's steel industry came to a rather 
sudden halt as a result of a combination of 
the 1974-75 recession, environmental fac- 
tors and a deliberate policy to concentrate 
on higher- technology products. Secondly, 

Japan's objective after the 1974 oil shock 
was to diversify its sources of raw mate- 


rials even if the cost were high. This meant 


reducing Australia’s share of coal and iron 
ore to 40% or less. from previously very 
high levels. 





| int problems associated with strikes 

in Australia may also have been a fac- 
tor inlosing marketshare 
bly these were moreoften used by Japan as 
a price lever. Overall 






To a degree, the rise of Taiwan and South 
Korea as steel producers and thus ore and 


coking-coal importers has helped offset | 


the trend vis-a-vis Japan. But even now 


-the two account for only 18% of i iron-ore 
l and coal sales. 
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| ustralia's share of. 
Japan's imports has fallen from 8% to 59 
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have been reflected in the direction of (e 
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dd n astructure has offset Austra- 
lia's natural advantages as a low-cost pro- 
ducer with mines close to ports. Subsidies 
for exports in competitor countries are a 
problem for Australian miners as well as 
farmers, and affect producers of non- 
ferrous metals such as copper and zine as 
well as the high-volume minerals. 
Australia has also failed to make ic 
progress in local processing of minerals. 
The nature of the steel business — inter- 
national trade in steel products is marginal 
~- probably rule it out for iron ore and 
coking coal. It is increasingly happening 
with bauxite, thanks to cheap coal for 
smelting. But mostly the odds are stacked 
against primary producers, even the most 
advanced of them, doing much more than 
simple processing of ores to the concen- 
trate or unworked-metal stage. Australia 
has been a wool producer for 150 years: 
But its exports of processed wool, let 
alone yarn or cloth, are negligible com, 
pared with raw wool. 
Australian manufactured exports: have 
also lagged badly. As the largest markets 
are low-growth New Zea- 
land and Papua New 
Guinea, thisi is not surpris- 














| ralia 

tures. have mostly always 
been oriented to a pro- 
tected local market. How- 
ever, those who have the 
capacity to make interna- 
tionally competitive pro- 
ducts have been made un- 
competitive by the high 
costs of inputs, resulting 
from protection. The de- 
gree of foreign ownership 
of industry by multination- 
.. als, who see Australia as a 
lucrative market but not 

an export baše: has also been a factor. 
The problems of Australian. exporters. 
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port) trade. The share of East Asia, Asea 
and China rose only marginally from k 
in 1973-74 to 46% in 1982-83. Japan's 
share fell from 31% to 27% but was com- 
pensated by a sharp rise by South Korea, 
from 0.876 to 3.876 and Taiwan from 1.1% 
to 2.5%. China's share has fluctuated 
from year to year, but not increased its 
overall importance. Thismeans that Aus- 
tralha has gone from being a major 
supplier for China to being a minor one as 
the pattern of China's trade has shifted. 
The only regions showing major change 
since 1970 are the decline in Britain's im- 
portance (following its joining the EEC) 
and the emergence of the Middle East 
market, now more than 5% of the total. — 
However, on the import side trade with- 
Asia has continue to grow in importance. - 
Last Asia and Asean supplied 34.4% in 





1982-83 compared with 26.1% in 1973-74. 
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In sum, Asia is gaining ground in Austra- 
iis osing ground. in Asia. 
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| i inal 
4 spotted easily in marg 
: weather thanks to 
sophisticated airborn radar. 


HE Nomad Searchmaster 

IS a unique and proven 
Datrol aircraft, that represents 
‘he best maritime surveillance 
Dackage currently available for 
-oastal surveillance. 

The range includes the 
searchmaster ‘Lima’ with chin- 
mounted radome equipped 
with 360° Litton search radar. 

Sublima' with nose- 
mounted 240° radar or ‘Bravo’ 
with forward-looking 120° 
3endix larget radar. 

Nomad Searchmasters 
lave proven their efficiency 
n the protection of off-shore 
resources, control of illicit 
rade and entry, and security 
>f coastlines, shipping, and 
coastal waters. 

Designed primarily for all 
weather surface surveillance 
he Searchmaster offers all 


the search sophistication of a 
larger aircraft at a fraction of 
the cost. 

Increased reliability and 
outstanding fuel-efficiency 
add to the economy of this 
aircrafts operation. 

Examine the features 
of the Searchmaster and 
youll discover the natural 
advantages of the Nomad & 

genealogy. | 

Features like low ser vice 
and maintenance costs, 
unsurpassed crew vision and 
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Illicit 
Presence Of ch; 
detecteq from a 
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comfort, real low- 
speed manoeuvrability ZY Hd 
and outstanding im 
STOL capability. 

Searchmaster 
comes with full 
technical and spare-parts 
back-up through the wide 


resources of the Australian 
Government and its aircraft 
factories. 

For further details on any 
of the Searchmasters, contact: 
The Nomad Marketing 
Group, 226 Lorimer Street, 
Port Melbourne, Victoria, 
3207 AUSTRALIA. Telex: 
DEPRODY AA 30252. 
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EE US AT THE ASIAN AEROSPACE EXHIBITION, STAND 546, SINGAPORE CHANGI AIRPORT 18-22 JANUARY 1984. 





EXCELLENCE. 

















THE $40 
MEETING 


Westin Hotels' Philippine 
Plaza, Manila's premiere 

— conference hotel, offers added 
| value to your meetings dollar. 


From March 1, 1984 to 
September 30, 1984, Manila's 
only seaside resort offers a 
special package rate for live-in 
conferences with a minimum 
of 12 rooms used. This 
includes: 





s. * A special group rate of 


US$40* per night, single or 
double occupancy. 

* One complimentary suite 
for the first 12 rooms used, 
one additional complimen- 
tary suite for every 50 
rooms thereafter. 


¢ Complimentary use of 
meeting room, audio-visual 
and other meeting equipment 

* Package price of US$14 
(inclusive of tax and service 
charge) per person per day 
for American breakfast, 
morning snack, lunch and 
afternoon snack. 


e 5096 discount on health 
club facilities and 2096 
discount on some Executive 
Center services. 

* Other special features such 
as pre-registration and 
welcome drink in the room. 

Manila and the Philippine 

Plaza. An excellent choice for 

your next meeting. 


Y 


WESTIN HOTELS 


Philippine Plaza 


 Manila's finest hotel 
is also a seaside resort. 


y * Plus 10% government tax 
rj and 1096 service charge. 
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short~ 
cut to 
trading 


Wi 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 


Yet, for 20 years, the CHINA 


TRADE REPORT has helped China . 


Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


vo ipu P cedens oos Lan o dera era ime o cO 


ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong. 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 


(87,3 ssp sa aa a O o D GEI IU 


Annual subscription rates: 
HK$1,750 M/S$540 US$250 £155 A$285 


Sent airmail anywhere in the world. 


K R0119CTR4M 
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Christopher Wood 


Dusting off the Manila folder 





@ WHAT are the chances of the Manila 
stockmarket doing a Mexico and rising 
phoenix-like from the ashes? Implausi- 
ble perhaps, but not a prospect to be dis- 
missed out of hand, especially now when 
almost everyone is bearish. 

The Mexico example is worth ela- 
borating on. Since the International 
Monetary Fund orchestrated debt re- 
scheduling in midsummer of 1982 the 
stockmarket there has risen some 320% 
in US dollar terms, according to Capital 
International. The extent of the rally is a 
reflection of the collapse in prices during 
the lead-up to the debt crisis. 

The Manila market has not in fact 
been hit by panic selling recently, even 
after the assassination of former senator 
Benigno Aquino in August. This is sim- 
ply because sentiment was already ex- 
tremely depressed, if not at rock bottom. 
Mismanagement of the economy com- 
bined with soft prices of metals (particu- 
larly copper) and the lack of major oil 
finds meant little excitement for invest- 
OrS, even prior to the present debt crisis. 
Manila's last bull market was in 1978-79. 
Average daily turnover has sunk in the 
past two years and currently is around 
P5 million (about US$357,000) a day. In 
fact, observers agree, the market has 
never recovered from the impact of the 
Dewey Dee affair (REVIEW, Jan. 30, '81). 

Compounding the present black mood 
are perilously tight local money-market 
conditions and continuing rumours of a 
Mexico-style bank holiday (when the 
government decreed that all banks close 
to prevent a haemorrhage of deposits). 


Many finance companies, even the sup- | 


posedly more solid ones, are illiquid fol- 
lowing massive deposit withdrawals and 
the imposition of tighter capital require- 
ments. Meanwhile, those willing to 
make a deposit can get up to 20% a year 
interest, better than what is on offer in 
the stockmarket. A further bearish fac- 
tor is the continuing fear of yet another 
— this time specifically IMF-imposed — 
devaluation. This, it is agreed, would do 
little to improve export competitiveness, 
while exacerbating inflation and social 
unrest. In short, the market suffers from 
the absence of two necessary ingre- 
dients: confidence and credit. 

Within the Manila investment com- 
munity, Shroff found gloom all-pervad- 
ing. Despite current cheap ratings it was 
practically impossible to find anyone 
prepared to take a contrary view. In- 
stead, it was agreed that before a 
semblance of optimism could be justified 
for any sector, two things have to hap- 
pen. First, rescheduling must go ahead, 
ending the foreign-exchange famine, 
and second, the National Assembly elec- 
tions scheduled for May must be con- 
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ducted in fair fashion — and seen to be so. 
e CONCERN over democratic niceties 
such as universal suffrage is not usually 
at the top of stockbrokers' lists of 
priorities, least of ‘all in Asia. But in 
Manila the mood is different. This re- 
flects one of the most notable features of 
the present opposition movement to 
President Ferdinand Marcos. That is its 
professional/middle-class nature, as 
demonstrated when one well-heeled 
financier handed Shroff a critique detail- 
ing the government's mismanagement of 
the national debt, which had set the 
country on the road to bankruptcy long 
before the assassination of Aquino. The 
paper pointedly criticises the govern- 
ment technocrats too for allowing their 
skills *to be used to make everything 
look good on paper." 

The rift between Marcos and his 
"cronies" and the business/professional 


Marcos' bust at Agoo: 
attack on arrogance. 





class is critical. The latter's (rather be- 
lated) demoralisation and anger at the 
way the country has been “mortgaged to 
the hilt" appears to spell more trouble 
ahead, short of a Marcos volte face. And 
that seems unlikely. His present, post- 
Aquino tactic is to denounce the “arro- 
gant oligarchs," by which is meant leading 
opposition businessmen. Some see this 
as a crude attempt to go over their heads 
and arouse popular resentment. 

Politics and the succession issue re- 
main, therefore, the key to any invest- 
ment decision in the Philippines. It is 
generally agreed that any form of mili- 
tary takeover would be extremely 
bearish for sentiment. Essentially a 
salaried force with no tradition of gov- 
ernment service, Filipino generals, of 
whom there are many, are not renowned 
for their financial sophistication. 

e THE bearish view has been taken by 


those foreign investors unfortunate 
enough still to hold stock in Philippine 
companies. Two of the three investment 
trusts in which overseas institutions have 
stakes are now being wound up while the 
third, the Ayala Fund in which broker 
Vickers da Costa has a stake, is looking 
at this option. The common problem is 
that for now, foreigners cannot sell their 
pesos for US dollars and so cannot repat- 
riate their capital. 

The largest of the three is the Philip- 
pine Investment Co., a Luxembourg- 
based investment trust. Set up about 10 
years ago with a net asset value (nav) per 
unit of US$10, its nav at last count stood 
at US$2.69 about US$4 million is 
thought to be left in the fund compared 
with more than US$10 million at the out- 
set. Shareholders have included such 
names as M & G, Ivory & Syme, Foreign 
& Colonial, G. T. Management and 
Henderson Administration. Those Lon- 
don-based institutions still left in have 
now decided that the relatively small 
amounts of money involved do not jus- 
tify the continued hassle of holding on, 
even at the risk of selling at the bottom. 
Shroff understands that all the listed sec- 
urities have been sold but the trust is still 
in about 10 or so unlisted ventures. A 
Manila-based English stockbroker, 
Michael Adams, who managed the fund 
throughout, has been appointed 
liquidator, presumably as he is thought 
best placed to perform the extrication. 

Jardine Fleming of Hongkong is also 
winding up its JF Philippine Trust, which 
it says has only institutional unit-holders. 
Redemptions have been suspended to 
prevent a stampede for the exit, leaving 
JF to sell out gradually. The total nav 
was US$1.25 million as at September 30, 
1983, and the nav per unit US$6.59. Set 
up in December 1974, the trust's high 
was a nav per unit of US$16.73 on De- 
cember 29, 1978. 

Foreign investors are unlikely to re- 
turn to the Manila market in a hurry. If 
they want to buy Philippine stocks, there 
is in fact another route open. Benguet, 
Atlas, Philippine Long Distance Tele- 
phone and Marinduque Mining are all 
quoted in New York as American de- 
pository receipts (ADRs — the form in 
which Americans buy foreign stocks). 
Interestingly, these stocks' US dollar- 
quoted prices are now in line with the 
current peso black-market rate in Man- 
ila of P21:US$1. 

Shroff understands that B-class shares 
in these stocks — representing the 40% 
of each company open to foreign owner- 
ship — are being bought in Manila and 
sold out in New York by means of off- 
market cross trades, a form of capital 
flight open to the wealthy investor. 























By Jose Galang 

Manila: The credit squeeze resulting from 
policies the Philippine Government had to 
adopt in the wake of recent political and 
economic traumas has hemmed in opera- 
tions of private finance companies and in- 
vestment houses. If the squeeze does not 







































































mediaries may have to close shop or 
merge with more stable institutions to pro- 
tect their investors and creditors. 


the crisis of confidence resulting from the 
uncertainties that followed the killing of 
former senator Benigno Aquino. At that 


"actively supported financial institutions 


funds drain and restore public confidence. 
To some extent, that assistance proved 
seful and within a few weeks, according 
industry insiders, the wave of prema- 
withdrawal of deposits in these fi- 
ance firms abated, though not before 
seriously hurting the smaller institutions. 

There are more than 400 finance firms re- 
istered with the Securities and Exchange 





these are active.) 
^ On October 5, 1983, the peso was de- 
valued by 21 796 and again investors be- 
came agitated. Faced with the real pros- 


part of them). 
thronged to the finance companies and in- 
vestment houses to withdraw funds. This 
ne, the withdrawals were so heavy that 


ufficient funds to contain the trend. 

“We simply. stopped getting assistance 
'om.the central bank," said one finance- 
ompany official, ^so we could not meet 
he demand for pre-terminations." As a 
*sult, the finance firms had to force roll- 
s of their placements, mostly for 90 
. Even maturing deposits could not be 


orted to a moratorium on payments. 


wals to date at more than P1 billion 
S$71.4 million) and the total demand 
pre-terminations at about P4 billion. 
At end- 1982, all non-bank financial inter- 





nt crisis is one of liquidity, finance- 


ility of more serious consequences if no 
ew money is pumped into the sector. 





was just starting to recover fully from the 
mpact | of the red Dee scandal in 1 1981. 


ease soon, many such financial inter- 


A debilitating mass withdrawal of funds. 
. from finance companies was sparked by 


time, the Central Bank of the Philippines 


with emergency loans to help plug the 


Commission, but only around half of 


pect of losing their investments (or at least 
investors once again. 


ven the central bank could not mobilise. 


id and one big investment house re- 


estimate puts the amount of with- 


nec liaries had deposit and other liabilities 
f P23.7 billion, of which P17.6 billion 
sented borrowings.) Although the 


ustry leaders do not discount the possi- 


-The current crisis threatens a sector that [d 
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‘Upwards of 200 ) Philippine financial intermediaries are hit by 
mass withdrawals in the wake of political and ic upsets 


paid debts of nearly P700 million, pre- 
cipitating a run on-nen-bank financial in- 


termediaries and commercial banks from 


which Dee borrowed heavily. Central- 
bank assistance at that time contained the 
withdrawals, though placement roll-overs 
stayed at a low rate for some time. 

— Prior to the Dee s 
termediaries sector was shaken up occa- 
sionally by corporate failures — the most 
serious of which was the Fil-Capital Corp. 
case; the firm had to suspend money-mar- 
ket operations in 1976 owing to liquidity 
problems. This was followed by similar 







stockbroking houses to wind up opera- 
tions in 1979. 

These cases were to a certain extent due 
to tight credit prevailing at the time. How- 
ever, the financial market also got the 
chance to mature as a result of them. The 
current squeeze is not wholly different 
from the previous cases, 


hile the immediate cause of the latest 
wave of funds withdrawals was the un- 
certainty that engulfed the country shortly 
after. the Aquino killing — which was 
exacerbated by rumours that President 
Ferdinand Marcos was very ill at that time 
— it was the tightening of credit following 
the peso devaluation that fuelled with- 

drawals. One market source commented 
to the REVIEW: “Can you blame investors 





df they would rather put their money in 
more profitable ventures — even stacking 


up on basic commodities — than in place- 
ments?" 
The peso. devaluation itself was widely 


ternational Monetary Fund that is accom- 


BANKING 


By Lincoln Kaye i 


merchant-banking joint 


renamed Daiwa Singapore as from 


January 1, and is now 80% owned by 
‘Daiwa and 20% by Sumitomo Bank. 


Announcing DBS’ withdrawal, DBS 





am, the financial-in- 


problems which forced at least two big. 


regarded as a pre-condition for the new 
standby-credit arrangement from the In- 


Singapore: The 49% government-owned 
Development. Bank of Singapore (DBS) © 
has sold its 50% stake in a 12-year-old - 
venture with 
Japan's Daiwa. Securities. The former 
DBS-Daiwa Securities International was. 





(——— etre 


government expe 


early plans to spin off a merchant-banki 






/ nich has par 


been blamed for t country's. current 


debt problems. 


Although the central bank has given as- 
surances that it will not arbitrarily stop 
granting emergency credits to deserving 
financial institutions, some industry lead- 
ers say they have yet to see new assistance 
from the agency. Towards the end of 1983, 
a team from the IMF was in Manila to look 
into the implementation of measures that 
would reduce the government’s budget 
deficit to 1.5% of gross national product in 
1984, and credit expansion (to 3% be- 
tween September 1983 and January 1984 
and to.2%. between January and April). 

The central bank, as a result of the 
liquidity crisis, seems to be in a better pos- 
ition now to pursue its long-declared pro- 
gramme of strengthen ing the financial Sys- 
tem by encouraging expanded operati 
of commercial banks. One of the things 
that has held up this strategy has been the 
very large number (in relation to the mag 
ket) of finance companies curren: 
operating. Now might be the best time t 
allow some of the finance firms to fold up 
and encourage commercial banks to look 
into which enterprises they could acquire. 
Industry insiders say overtures have al- 
ready been made by certain non-bank in- 
termediaries. to some commercial banks 
about the possibility of merging opera- 
tions. 

The central bank recently announced 
the offer of a “sweetened” series of certifi- 
cates of indebtedness through an auctior 
set for January 13. The offer was for P250 
million-worth of debt instruments which 
will have a term. of 18 months and com- 
petitive yields. In the past, the central. 
bank has re-invested proceeds from such 
issues in financial institutions with liquid- 
ity problems. "A 

Earlier moves by the Securities and Ex- 
change Commission, which regulates the. 
registration of business enterprises. ines 
cluded cease-and-desist orders our all 












least 10 companies. Of these, four we 






You go your way... 


Another merchant-banking joint venture with h Japanese 
partners in Singapore | is dissolved 


X 


president. Chua. 4 Kim Yeo cited the fall- 


h king capability of his: 
institution 's 40-member investment-bank- 
ríment (though he denied any 









subsidiary). Given DBS’ governinent 


clout, its merchant- -banking arm could be 
well-placed to. bid for corporate-finance 


business, including financing aspiring. 
Mass Rapid Transit (MRT) cont ractors. - 









Makati business centre: gripped by a credit squeeze. 


hced in receivership, which actually is 
one way of saving a troubled firm from 
costly legal proceedings that might be filed 
by investors. 


he central bank, on the other hand, has 

created the position of "conservator," 
who will determine the viability of any fi- 
nancial institution plagued by withdrawals 
At least one investment house has been 
tagged as a candidate for a conservator's 
scrutiny. 

It is also suspected that many finance 
firms have over-extended themselves, de- 
spite the existing limit on credits to 1596 of 
capitalisation to any single borrower. It is 
common knowledge here that, owing to 
the close relationship between some fi- 
nance firms and certain borrowers, this 
limit has been violated. 

Amid all these problems, however, 
there are persistent remarks that all the fi- 
nance firms remain solvent despite the 

uidity squeeze. Most of their assets are 
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tied up in investments, particularly in 
property. One company official told the 
REVIEW that all requests for pre-termina- 
tions could be met “but it will take some 
time for us to liquefy our assets." 

The finance firms currently are also 
having problems rounding up their own 
collectibles, mostly short-term lendings to 
various borrowers which understandably 
cannot pay on time owing to the current 
economic uncertainties. One big financing 
firm said at least 15% of collectibles were 
delinquent. 

The squeeze also points to a wider prob- 
lem faced by economic planners — a pos- 
sible worsening in the gap between savings 
and investment, which in 1983 was esti- 
mated at 575. Investment houses and fi- 
nance companies have been one of the 
richest sources of funds for commercial 
enterprises and the current government 
drive to mobilise as much domestic sav- 
ings as it can might be jeopardised by the 
financial crisis. 





But Daiwa too can claim an inside track 
to potential MRT business, by virtue of its 
long-established eminence in Japan, from 
where a large proportion of successful 
MRT bidders is likely to come. As long as 
DBS and Daiwa were linked, some mar- 
ket observers contend, there was the 
temptation to steer the best business pros- 
pects away from the joint venture to the 
parent companies. Now they are each free 
to play their strongest suits. Other joint- 
venture and consortium banks have been 
dissolved in recent years for similar 
reasons. 

Not that the DBS-Daiwa joint venture's 

ast performance has shown much sign of 
rresolution. With a paid-up capital of S$3 
million (US$1.41 million) and a staff of 20, 
DBS-Daiwa will show 1983 net profits that 
are “much better" than the S$2 million re- 


corded for 1982, promised its president, 
Toshio Karigane. He also pledged “no 
change in strategy and business coopera- 
tion with DBS," though he did not elabo- 
rate on the forms that cooperation might 
take. Karigane will continue his tenure, 
dating from 1972, as the Daiwa-Sumitomo 
merchant bank's chief executive. 

DBS-Daiwa's parting of the ways is the 
latest in a series of merchant-banking di- 
vorces between Singaporean institutions 
and their Japanese joint-venture partners. 
Nomura Securities bought out DBS’ 35% 
stake in Singapore Nomura Merchant 
Banking in 1981. And, in 1982, Singa- 
pore's United Overseas Bank took over 
the 15% interest of Nikko Securities of 
Japan (as well as Chase Manhattan's 
42.5% stake) in what has since become 
United Merchant Bank. 
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By Elizabeth Cheng 


Horses s first stockmarket new issue 
of 1984, HK-TVB, seems likely to be 
well received coming on the. back of a 
sharp rebound in the market. The public 
. offering of 105 million shares at HK$2.65 
(34 US cents) a share (to raise a total of 
. HK$278 million), is expected by analysts 
to be four to 10 times oversubscribed. HK- 
TVB, parent company of Hongkong's top 
TV station (Television Broadcasts — 
TVB) is something of a glamour stock 
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By James Clad 


- Kuala Lumpur: Multi-Purpose Holdings 

XMPH), the publicly quoted corporate 
vehicle of the Malaysian Chinese Associa- 
tion (MCA), has diversified into shipping. 
In a deal involving its listed subsidiary 
— Mulpha International Trading Co., it has 
become the largest private shipping com- 
—pany in Malaysia. The move coincides 
. with an official drive to increase the size of 
Malaysia's fleet so that national carriers 


bulk trade, so reducing currently substan- 
tial shipping costs. 

After announcing in October 1982 the 
intention of adding shipping to its planta- 
tión; industrial, finance and property in- 
terests, MPH proceeded to build up 
'quity in a medium-sized Hongkong ship- 
-ping concern, Promptshipping. which has 
| bulk-carrier and liner fleet of 35 vessels 
"ut a comparatively small paid-up capital 
XY US$6.87 million. Promptshipping ope- 
ates a monthly China-West Africa route 
lus tramp services and, even in reces- 
ionary times, has earned. on average 
US$5 million a year since 1978. 

MPH paid US$12 million for its initial 
iolding in Promptshipping. The deal was 
inanced by Chase Manhattan, one of 
many loans raised during the past two 
ears. By mid-1983, MPH's gearing had 
sen to an uncomfortably high level, at a 
ime of recession-induced falls in MPH 
bsidiaries' earnings, particularly its 
plantation interests. 

“In 1982, MPH's pre-tax profit fell 9% to 
-M$21.9 million (US$9.4 million), despite 
a doubling of turnover. Earnings pershare 
slumped to 1.6 M cents and total debt 
(largely incurred to finance ambitious ac- 

















he lota n of; a atop 3 vi company is s likely to be well 
iii helped by its image as a glamour stock 


‘can take a greater share of the country’s - 


compared to recent industrial and trading- 
company issues. 

The shares are being offered at a multi- 
ple of 6.96 times 1983 earnings — a similar 
ratio to that of more recent flotations in 


the still-depressed Hongkong stockmar- 


ket — and are generally viewed as cheap 
on the basis of TVB's growth potential. 
But the directors are declining any profit 


forecast for the year to December ot, on i 


the ground that it is Oei. 


Multi-Purpose Holdings buys a controllifig stake i ina 
Hongkong shipping company through a subsidiary 


mid-1983, debt still stood at M$350 mil- 
lion against a paid-up capital of M$450 
million and assets exceeding M$1.1 bil- 


lion. MPH's 1983 results are expected to 


show increased profits. 

A total of 75% of MPH's equity is held 
by the MCA's Koperatif Serbaguna 
Malaysia, which formed MPH in 1977. 
Troubled by the drag effect on earnings 
caused by MPH's debt and the consequent 
effect on its share price, the MCA — à 
partner in Malaysia's ruling National 


Front — pressed for a restructuring - 


scheme in 1983 designed to consolidate 
MPH's holdings and bring in funds by sell- 
ing unnecessarily large equity stakes. 

In one scheme, MPH transferred its 
holdings in Malaysian Plantations to an 
MPH subsidiary, Dunlop Estates, in the 
process raising M$80 million by issuing 
8.75% convertible loan stock. The most 
recent rationalisation move was the sale of 
two subsidiaries’ holding of 40.7% of 
United Malayan Banking Corp., a deal 
that should bring in M$251 million when 
finally approved by the Capital Issues 
Committee, MPH executive director Tan 
Koon Swan told the REVIEW his goal 
would be "zero gearing" among the con- 
glomerate's five major operating sub- 
sidiaries before the end of 1985. 

MPH also has restructured the former 
Singapore-quoted Guthrie Bhd into 
Mulpha which, in turn, has taken control 
of Promptshipping in a rather complex but 
neatly conceived deal involving use of a 
Hongkong shell company to take 75% 
control at a cost of HK $57 million (US$7.3 
million) of publicly listed New Star Deve- 
lopment Co. Through New Star, Mulpha 
bought MPH's existing 25% stake in 


Promptshipping and the firm now has. 


Group (after-tax) 
| gains) Hs up 22% on. i die 1982 figure. : t 


| uen domi bs since : 1981 and d idend 
| cover has fallen markedly. 
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the same time, cadena ‘payout 















This raises questions over the finane ng 
of the group's proposed diversification. 


HK-TVB directors said in the formal offer 


document that, because of the group's 
present "dependence on advertising as its 
main source of revenue," their policy will 


be to "continue to diversify into business- 
_es related to television broadcasting — 
l rangig from the 
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TE dad with i interests in a building a 
car parks in Hongkong's Tsuenwan di 
trict, With the extra capital now raised y 
Mulpha’s restricted issue — only ME 
shareholders were entitled to bid =A 
cash is available to make the US$36 mi 
lion purchase price for the gonmomng 
stake in Promptshipping. 

The question now is what MPH, 
through Muipha, will.do with its newly ac- 
quired shipping interests. It is understood 
that, for the time being. Promptshipping's 
Hongkong management will remain in 
place with the company's operations con- 
tinuing according to pre-acquisition plans. 
But during the coming year, it is expected 
that Mulpha will register at least two of 
Promptshipping’s bulk carriers in 
Malaysia to take advantage of generous 
tax breaks granted in the recent 1984 
puaga (REVIEW, Nov. 3, °83). 

These include exempting from corpo- 
rate or individual income tax all income 
derived from the operation of Malaysian- 
registered ships. To encourage the 
Malaysianisation of ships’ crews, the govs 
ernment also exempted Malaysians work- 
ing on Malaysian-registered vessels fre i 
income tax. | GE 

























































"he budget measures were prompted by 
growing government unease at the size 
of the services-account deficit, which the 
Treasury’s October Economic Repori 
predicted would rise 21% over the 1983 
figure to reach M$6.8 billion in 1984. Ex- 
ternal payments for-freight and insurance 
alone will climb to.M$2.5. billion, morë 
than 90% of this going towards shipping 
costs. More than 85% of Malaysia’s exter: 
nal trade is taken by foreign carriers. 
Concern at this drain has led to govern- 
ment support for the United Nations Com 
ferénce on Trade and Development ship- 
























These non-TVB activities generated sortie 
HK$30 million of earnings in 1983. The 
growth potential for the group’s TVB sub- 
sidiary has probably reached it peak at 
84% of market share (of viewers) at prime 
viewing time and with ad ii 

most fully utilised; 
The group expec 
totalling 22 HK c 
ceo ‘expects ? 
re ed 














are for 1983 
iut cents 


flotation of 25% i 
capital involves no 
nd therefore no new 
the group) but an offer for 
n existing shareholders’ in- 














these were carried by national carriers. 
Apart from encouraging Malaysian re- 






remains a government objective, 
it is realised that directives to the 


tional Shipping C 





these reached M$59.9 million. Currently, 
MISC's fleet comprises 45 vessels, includ- 


While MISC is retrenching, another pub- 
lic enterprise is actively enlarging its fleet. 
Pernas) Perbadanan- Nasional Shipping 
Line (PNSL) aims to have 2.8 million dwt 
by the end of 1985 and is taking a growing 
share of Malaysia's bulk trade. It now has 
five vessels; four of them bulk carriers. 
Some progress has thus been made to- 
wards. more booking of shipping and re- 
lated costs in Malaysia. Transport of crude 
oil within Malaysia is now entirely by 
MISC and PNSL tankers. Also, a new 
Freight booking centre started operations 






nay not be the only private cor- 
10ve into shipping. Local 
orted on December 22 
n-based Kuok Brothers 
its vessels, currently 
ingapore-based sub- 
| to nn re- 
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i iti But, gen the ailment jii | 
p, it plans to have Mulpha incorpo- 
~ perhaps on a joint- -venture basis 


‘eral years, 
ber of Promptshipping’ s vessels in 
Malaysia. .— 

. One pointer towards MPH's growing 
interest in shipping matters is its arrange- 
ment with Hongkong and bumiputra in- 
terests to take over the container opera- 
ons. of Malaysia’ s largest port, Port 
ang. when the. OM dd m is 
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government-owned -Malaysian Interna- | 

rp. (MISC) to double || 
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ing five liquefied natural-gas tankers. 
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Following. the = offer (which was 
due to close on January 12), Sir Run Run 


| Shaw and his family will own a 35.4% 


stake (maintaining their previous 
shareholding) and Sun Hung Kai Sec- 


through. Pearl Securities and 


3 Avonriver Investments, will edie Rm 





r Fea 
Television Group, 1.89% from 2. 53%, and 
International Entertainment Enterprises 


prospects... 
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JF — Trust 
JF International Trust. 


with income added back 


For further information ¿please contact: 


W.H. Glover or D.T. Wilkie 


Personal Financial Consultants Limited 


-. 1301 World Trade Centre 
Hong Kong ^. 


Tel. 5-7908448 
^-^ Telex HK 69477 
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The i American Grow h Trust 


The JF American Growth Trust fund offers investm 
opportunities in emerging growth companies in the Unit 
Sta tates gare led enabl es your to ie maxi imum 





While v we c belove investment in this Trust could be very 
price of shares in the Trust may go down as 


Minimum Investment: US$ 1,000. 


Performance in HK Dollars of other funds managed D 


20-12- 1982 to 19-12-19 


J : JF Currency & Bond Fund 
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q By Paisal Sricharatchanya 


Bangkok: After successive attempts in re- 
= cent years at reform — the outcome of 
= which has not been entirely satisfactory — 
the Thai Government is renewing its ef- 
_ forts to correct chronic, deep-rooted 
— problems that have been plaguing the 
country's state-run corporations. 
The cabinet on January 3 approved in 


= by the top economic policymaking body, 
_ the National Economic and Social Deve- 
— lopment Board (NESDB), which calls for, 
. among other things, the "transformation" 
— or dissolution of six enterprises. These 
comprise the Express Transport Organi- 
sation (ETO — in charge of transporting 
= mainly government merchandise on 
. land); Thai Maritime Navigation Co. (in- 
_ volved in commercial shipping); the Pre- 
= served Food Organisation) a Defence 
A Ministry unit producing canned foods for 
. the armed forces), plus a jute mill run by 
_ the Finance Ministry, a paper mill and a 
— sugar factory operated by the Industry 
> Ministry. 
— By transformation, the board appa- 
 rently means a privatisation process 
— whereby the government will sell com- 
a prey its present majority stakes or scale 
. down to minority shareholdings. 
. The recommendations were incorpo- 
= rated in a comprehensive study of the fi- 
. mancial positions and operating perform- 
ance of 60 of the total 70 state enterprises. 
(The 10 excluded from the study — five 
_ banks, three provincial trading com- 
. panies, one insurance firm and a science- 
. and-technology institute — are exempted 
. from a 1979 regulation governing their in- 
— vestment bugets.) 
E Under the direction of NESDB deputy 
. secretary-general Phisit Pakkasem, the 
. study was completed in October 1983 as a 
: mid-way review to ascertain whether their 
performances corresponded with the 
— broader objectives under the current fifth 
— plan (1982-86). 
. Successive governments in the recent 
| past have tried to reform the huge state- 
| enterprise sector. Born soon after World 
— War II, it has grown to become one of the 
- largest and most important sectors in 
= Thailand today. But, hamstrung by a host 
. of problems — the inability of certain 
. utilities to adjust prices, management in- 
| efficiency, and many more — several state 
. enterprises have been suffering from pro- 
— longed and severe losses and are causing 
an increasingly heavy burden on the cen- 
tral government (REVIEW, Apr. 21, '83). 
~ In 1982, 42 agencies genérated a com- 
bined Baht 10.9 billion (US$473.2 mil- 
. lion) profit against a Baht 2 billion com- 
. bined loss sustained by the 18 others, for a 
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E An official study recommends privatisation of Thailand's 
E worst-performing public-sector corporations 
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fell to an estimated Baht 6 billion in 1983. 

To a large extent, this overall profit for 
the sector is made possible by the energy 
sub-sector which has succeeded in raising 
prices to counter higher production and 
operating costs. This sub-sector comprises 
the three electricity-related authorities 
plus the National Oil Co. Their profits ac- 
counted for 66% and 72% of the aggre- 
gate total in 1982 and 1983 respectively. 
The 8.8% return on investment (before 
interest payments) posted by the Electric- 
ity Generating Authority of Thailand in 
1982 represents an internationally accept- 
able performance. The World Bank's 
minimum return requirement. is 876. 

In 1980, then deputy prime minister and 
economic overlord Boonchu Rojanastien 
(under Prime Minister Prem  Tin- 





Boonchu: tough directive. 


sulanond's first coalition government), is- 
sued a tough directive for financially ailing 
enterprises either to shape up or ship out. 
But little was achieved before his Social 
Action Party left the coalition. 


cabinet decision in late 1982 by Prem's 
third coalition government to raise 
the price of tap water, nationwide rail 
fares and telephone charges as well as 
Bangkok bus fares was also stalled by poli- 
tical opposition (REVIEW, Dec. 3, '82). 
The utility price reforms were part of the 
conditions attached to the World Bank's 
first structural adjustment loan, of 
US$150 million, granted early that year. 
Whether the government's latest move 
to hive off the six loss-riddled enterprises 
will actually materialise remains to be 
seen. Already, the widely publicised 
January 3 cabinet decision has prompted 
strong teadiion bs the Labour Congress 
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ratio ion — two [9 f th e coun- 
ea bres "lab DO er groupings. 
Threatening a general strike, an LCT 
leader was quoted as saying that workers 
would “declare war” on the government if 
the dissolution plan were implemented. 

The NESDB says these outfits have 

been losing money for several consecutive 
years, are short of revolving funds, have to 
overdraw to pay salaries and compete 
poorly with the private sector. Together, 
they have about 9,400 employees, roughly 
half of whom are accounted for by ETO. 
J Given the sensitive political implica- 
tions — particularly the unemployment 
question — the actual dissolution move 
promises to be difficult. The various 
ministries in charge of those agencies fac- 
ing the axe presumably will try to exhaust 
all other means to improve their financial 
conditions or privatise them, before re- 
sorting to closure as a last resort. One 
academic source whose main brief is the 
sector's reform predicted the dissolution 
of a large outfit such as ETO would take at 
least three to five years. 

However, the commitment implied 
the cabinet's endorsement of the NES 
recommendations is a significant develop- 
ment. Unlike past efforts at reform, which 
mostly were done on an ad hoc basis, the 
board presents a broad picture of the sec- 
tor as well as detailed look at each of the 
60 corporations under study. 

Apart from the dissolution suggestion, 

other proposed reforms include: 
» A definite programme to cut heavy 
losses at four major utility concerns 
through price increases, more efficient 
management, retrenchment of unneces- 
sary personnel, reduction of salaries and 
welfare benefits. The four utility-related 
enterprises are the Bangkok Mass Transit 
Authority, which operates the Bangkok 
bus service; State Railways of Thai- 
land, which runs the nationwide train ser- 
vice, and the metropolitan and provincial 
waterworks authorities, which provide tap 
water. 

These agencies have accumulated 

heavy losses over the years as a result. 
their inability to raise prices in the face 4 
gradually rising operating costs. The 
Bangkok bus company is probably the 
worst example. Since its establishment in 
late 1975, losses accumulated to Baht 4 
billion (US$176 million). The NESDB 
called on the government to formulate a 
clear-cut subsidisation policy in case price 
reforms are not successful. 
> Consolidated fiscal — management 
whereby expenditure of state enterprises 
and that of the central government are 
synchronised. This is designed to coordi- 
nate and effect better planning and con- 
trol in areas of budgeting, foreign-debt 
formulation and debt servicing. 
» An operational reorganisation of the 
entire sector to improve its efficiency. 
This calls for a programme to raise re- 
venue as well as specific steps to reduce 
losses (similar to those proposed for the 
four major utilities). 

According to the NESDB study, re- 
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A moving account of a proud nation’s struggle 
and a penetrating study of Soviet, intentions . 


On Christmas Eve, 1979, the Soviet Union 
launched a massive air and land assault on 
Afghanistan's capital, Kabul. A KGB “hit 


squad" gunned down the country's communist 


leader Hafizullah Amin and his immediate 
family. Babrak Karmal's regime was installed 


on December 27th. The invasion left Western 7 


observers wondering not only why, but also 
whether, this latest major turn in 
- Afghanistan's bloody history spelled the 
beginning of Moscow's "Vietnam." 

^ Pitched against the Soviets are the 
ideological warriors fighting in the name of 
jehad, or religious struggle. Based in P P5 um 
in neighbouring Pakistan and scattered in 
guerilla units throughout the country, they are 
tough if ill-equipped adversaries who have 
drawn the Soviets into a confrontation they — 
never intended. The Russians moved into 
Afghanistan militarily to shore up the unsteady 
_and besieged regime it had installed, not 
become embroiled — at a cost said to be US$2 
billion annually — in skirmishes with an 


Don'tn miss s this best E 
possible account of the latest colonial 
rape of a nation and the implications 
for the rest of the world! 


e 16 pages B&W photographs 
e 205 pages . 


unseen enemy adept at hit-and-run tactics in 
equally hostile terrain. ! 

Author John Fullerton spent two-and-a-half 
years based in Peshawar covering the growing 
resistance movement for the Far Eastern 
Economic Review and The Daily Telegraph. 
He witnessed at first hand bloody encounters 
with Soviet troops and gunships as he 
accompanied guerillas several times into 
Afghanistan. 


pT- 


To: Publications Division, 


Far Eastern Economic Review, 
G. P. O. Box 160, 
Hong Kong 
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e government should also be more 


:' foreign debt. They should be en- 
tomap out investment program- 


table to lending sources without a gov- 
ment guarantee. | 


erprises would invest about Baht 250 
billion over the fifth-plan period. Most of 
this was earmarked for the three final 


years and would involve major expansion. 


projects for telephones, railways and elec- 
‘tricity. generation. So far, foreign loans 
ave comprised the biggest source of the 
estment budget, accounting for more 
in 60% in the energy sector and around 
| 50% on average. The study recommended 
emphasis be placed on tapping more 
domestic loans, which accounted for an 
age of only 11.3% of the sector's total 
stment budget i in 1983. | 




































making profits do not used Age 
| management efficiency.. Most of 
) enjoy monopolies i in their fields and 
‘the profits is derived from interest- 
unspent cash left over from delays 
project implementation."  . 
The study devoted a section to what it 
scribed as excessively high wages and 
o-liberal welfare benefits paid to state- 
erprise employees. The highest-rank- 
ivil service post of a ministerial under- 
etary of state draws a salary roughly 
uivalent to that of a middle executive in 
me of the larger corporations. The study 
the 241,000-man sector overstaffed 
uggested retrenchment in certain 
ge outfits to reduce operating costs. 
-onspicuous by its absence from the 
idy. was any reference to overall ad- 
“ministrative reform, considered by many 
“to be equally important. But this is proba- 
-bly understandable in that the board is di- 
_ rectly responsible only for the enterprises’ 
investment programmes. Specific control 
| other areas Such as budgeting and 
: sion i is split among the Fi- 
: gh the Comptroller- 
| the, eid 














repayment carries a longer maturity. 


lective in guaranteeing the state corpo- 
that carry viable returns and are ac- 


t was originally envisaged that the 60. 


| is even Forder if the - 10 enterprises Ji 


| up on the earlier forecast. 






Ont the Evergo 


 Evergo Industrial Enterprise of Hong- 


kong, which went public in mid-1983, 


has posted better-than-expected pre-tax 
profits. of HK$44. 1 milion (US$5.65 


million) for the six months ended Oct. 


- 31, 1983. The 159% profit increase over 


the same 1982 period was attributed to 
record profits and sales in all the group's 
existing product lines — ceiling fans, 

kerosene heaters, insecticides and light- 
ing fixtures — on the back of ‘world eco- 


“nomic recovery. 


The directors have set the interim di- 


vidend at 6 HK cents a share, 20956 more 


than the figure forecast in its prospectus 


| issued in J uly 1983. Group turnover rose 


154% to HK$231.5 million. Chairman 


| Joseph Lau said efforts were being made 


to diversify into markets other than the 
United States. Strong demand is ex- 
pected to continue for existing lines 
while the addition of new products will 
impact on the next financial vear. The di- 
rectors said profits for the full year to 
Apr. 30 would be HK$85 million, 27% 


ELIZABETH CHENG 


Yeo Hiap Seng dips 
Singapore food and beverage group Yeo 
Hiap Seng showed a 2% decline in pre- 
tax profits for the year ended Sept. 30, 
1983, to S$12.9 million (US$6.06 mil- 
lion), as a result of stiff soft-drink com- 
petition and a dip in contributions from 
its Hongkong subsidiary. Operating pro- 
fits were off more sharply — down 4% 
for the year — but this was partially 
offset by a 14% improvement in con- 
tributions from associates, particularly 
the 34%-owned Yeo Hiap Seng 
(Malaysia). 

The overall decline in earnings came 
despite a 4% increase in group turnover 
to S$151.6 million. Nonetheless, di- 
vidends for the year are to be maintained 
at 10%, the directors said. 

At Yeo Hiap Seng (Malaysia), mean- 
while, pre-tax group profit rose 15% to 
M$6.49 million (US$2.8 million) for the 
year. The board recommended a di- 
vidend of 7%, which would result in an 
overall annual dividend of 12%. At the 
company level, pre-tax profit rose by 
11.4% to M$5.82 million, attributable to 
reduced operating costs and better farm 
volumes, 

— LINCOLN KAYE and JAMES CLAD 


Amatil advances _ 

Diversified Australian food group 
Amatil, majority-owned by BAT Indus- 
tries of Britain, lifted its net profit 12.1% 
to A$48.92 million (US$44.27 million) in 
the year ended Oct. 31, 1983. The higher 
profit was struck on a 10.5% rise in re- 
venue to_A$1.6 billion. At the pre-tax 
level earnings rose 11.9%, closely mir- 
| ig the increase i in. revenue. - 
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The strong result also reflected à. 
doubling of non-trading income Ao. 
A$7.3 million for the year (from A$3.7 | 
million in the previous year). Tax |. 
charges rose to A$37.9 million (from 

A$34 million). The final profit was ad- 
versely affected by an extraordinary loss ~ 
of A$14.5 million, principally arising | 
from an A$11.6 million goodwill writ 
off. Net interest charges dropped. 
A$i6.9 million while the depreciation 
provision was increased to A$24.7 mib 
lion from A$19.9 million. | 
Earnings per share for the year rose to 
32 A cents, up from 46 cents, W e 
improved result, the directors boos 
the final dividend to 11 centsa share 
ing an annual payout of 21 cents a share 
against 20 cents in the previous year. — — 
(— — BRIAN ROBINS 1 

























ai a | 4196. rise in pre- -tax x pro s to 
M$4.35 million (US$1.9 million) for 
year ended Aug. 31, 1 983. The i improv 
ment led the board to propose a one-for- | 
one bonus issue of 14.85 milhon shares) | 
and a one-for-one rights issue of the | 
same amount at M$1.30 per M$1 par- | 
value share, a move the directors said 
would bring the company's capital base 
in line with the value of assets employed. | _ 
Chin Teck's profitability has been | . 
eroded during the past two years be-i- 
cause of heavy interest payments on j- 
development loans for a new estate at | 
Keratong and for a new palm-oil mill. | 
The bonus and rights issues will raise | 
Chin Teck's share capital from M$14.85 |. 
million to M$44.5 million. | 
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the Hongkong- i * 


Burwill fatesnational: 
based holding company of a group of |: 
traders in physical commodities — which | 
was floated on the local stockmarket in 
the second half of 1983 — has reported a 
12.7% increase in net profit for the six 


months ended Sept. 30, 1983, to 
HK$10.18 million (US$1.3 million). 
Chairman Jeremy Taylor said turnover 
during the six months was buoyant at 
HK$606. million and that, while trade 
with the Philippines was at a virtual 
standstill owing to that country's lack of 
foreign exchange, “the group has no out- 
standing receivables due from [the 
Philippines] as a result of its policy 6 
only selling against payment by letter of 
credit." Trade with other countries, par- 
ticularly China and Japan, increased. 
The profit forecast of HK$15 millio 
for the full year given in the company' 
August 1982 prospectus for flo 
should be “easily attained,” said Taylo: 
Also in line with the prospectus, 1 
will directors declared an 
gene d of 3 HK cents a si 













BULLS went on the rampage in à period 


higher turnover. New Zealand 
Jones Average breached the 
Saw significant gains. 


: HONGKONG: Breaking out of its recent trading 
range. the market rose on substantially increased 
turnover. The Hang Seng Index closed the period at 
937.46. up 62.32 points or 7.15%. The sharpest gain 
came on Jan. 9 when daily volume of HK$350.26 mil- 
hon (US$45.6 million) was recorded. compared with 
the less than HK$100 million that predominated 
throughout December. This indicated the return of 
the small investor to the market as well asa pick-up in 
institutional interest with the opening of the vear. 
. Gains were made across the board — traders. indus- 
trials, utilities and even some properties. — — 


AUSTRALIA: The markets strength. continued, 
ith the Australian All-Ordinaries Index rising 
nother 6.3 points to close at 788 at the end of the 
period. The market is showing signs of needing a 
ather, though while the strong demand for scrip 

nues this seems unlikely to happen. Market 
ader BHP continued rising. closing on Jan. 9 at 
$14.45 (US$13.08) — up 20 A cents over the 
od. The firming BHP price is carrying much of 
e market with it. overcoming the weakness of min- 
ng-stocks where depressed commodity prices are 
eping this sector under pressure. | 


NEW. | D: The first. session of 1984 saw ac- 
tive trading.and many rapid upward price move- 











Wattie and the Goodman Group and an announce- 
ment on the future of the three companies is expected 
ithin the next two weeks. Brierlev Investments 
moved up strongly prior to an announcement that it 
would make a takeover offer for fellow corporate 
raider Bunting and Co. Prices may ease in the coming 
week, however, as more stock becomes available. 
here is already some profit-taking evident following 
new all-time high. The NZUC Index closed at 
1,353.87, up 5.4% during the period. 


SINGAPORE: Fraser's Industrial Index saw its 
biggest move for six months as the rally. helped by 
"trends on Wall Street and in equity markets 
voridwide, gathered momentum. The bull run 
gained an added boost from Prime Minister Lee 
Kuan Yew's encouraging New Year message on the 
onomy, which predicted 7% gross domestic pro- 

t growth for Singapore in 1984. Volume, too, was 
ly higher with daily turnover averaging S$52.5 



















VAL LU d PUR: The heaviest (bullish) trading 
ince August was due to a number of factors, includ- 
ng an apparent end (at a special parliamentary ses- 
ion on: Jan. 9) to the five-month. constitutional- 














Wall Street? expected relaxation of United States 
‘monetary policy, markedly better close-of-year cor- 
orate results (especially from the plantation sector), 
inprecedented palm-oil price levels and, not least, 
< investors’ confidence in a sustained traditional rally 

before Lunar New Year. Daily turnover reached 15.2 
million units valued at M$46.6 million (US$19.91 


















ments, NZ Forest Products is in negotiation with. 


mendments issue, continuing strong leads from 


(to Jan. 9) when most of the region's stockmarkets 
rose. Star performer was Hongkong, which broke 
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out of its recent trading range on sharply 


continued its astonishing rise while in Tokyo the Nikkei-Dow 
10,000 level for the first time. Singapore and Kuala Lumpur also 


counters. Large institutional buying sustained the 
bullish fever despite some seattered profit-taking. 


TOKYO: , Beginning the yearon a buoyant note, the- 


Nikkei-Dow Jones Average broke through the 
public celebration among stockbrokers. Econ 
projections for the coming year range from 3.8% | 


10.000 level for the first time, sparking a round-of- |. 


growth to 4.6%. cheering investors. Foreigners con- - 


tinued to be strong buyers. Surveys of market senti- 
ment — an annual ritual — for 1984 were generally 


optimistic, though this often tends to be the case. The | 
index closed at 10,053.81, up 60 points forthe period. © 


TAIPEI: It was a fast start to the New Year, with the 
weighted index reaching a record high of 771.10 on 
Jan. 6 and then pushing higher still to close the period 
at 780.18, up 18.26 points. After the long period of 


correction in the second half of 1983, analysts said the f 


market was overdue for a major round of buying, 
especially in light of the economy's strength. While 


the market may contract slightly in the next.few d. 
weeks With the approach of Lunar New Year, the: |. 


bullish trend is expected to continue. Most com- 
panies forecast better performances in the first six 
months than in the year-earlier period. Average daily 
turnover was NT$1.53 billion (US$38.2 million). The 
exchange was closed on Jan. 3-4. 


MANILA: The holiday hangover limited turnover 
to just P16.1 million (US$1.1 million). Volume ex- 
panded somewhat to 692.2 million shares. More than 
half of this was accounted for by two small specula- 
tives: Basay, a miner, which moved 202.4 million B 


shares, and Podco, an oil explorer, whose A and B° 


sales reached 229 million shares. The general tempo 


was so sluggish that there were days when no trading | 
at all took place in favourite issues. Price changes © 


were for the better only on the commercial-industrial 
index which rose 1.48 points to close at 146.06. The 
mining index was off 60.13 points at 1,192.29. . 


SEOUL: -v arki ng a decline of 1.43 poi nts, the mar- 
ket closed the first period of the vear with the compo- - 


site index at 115.30. But this still marked a modest re- 


covery from the Jan. 7 close when the index stood at | 


114.37. Analysts attributed the late recovery to 


steady buying by institutional investors of ex-di- | 
vidend shares which amount to about two-thirds of — 
total listed stocks. Also helping the market was the 


decision by the Securities Fi nance Corp. to extend by 
another two months the repayment deadline for Won 


50 billion (US$64.6 million) lent to various securities 2 


companies last year to prop up the market. 


BANGKOK: . It was an inauspicious sta rt to the year: 


with the market still suffering from the lingering ef- 
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fects of the recent financial crisis. With the New Year |. 


holiday. turnover also dropped quite substantially. 


. The finance sector saw subdued trading, possibly in- 





Index declined 0. 87 of a po 


view of new regulations now in force, while banks 
were under pressure as shareholders sold to subscribe 


to various rights offerings. Average daily: 1 
was Baht 8:5 million (USS3 000) as th 
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Le Cognac des Ira Lwin 


the country which created cognac, the largest selling cognac is MARTELL 





LETTER FROM SHAMIAN : 


Ace to an early guide-book 
“. . . the Shamian site is universally 
declared the most picturesque settle- 
ment of all in China." Many contempo- 
rary visitors to the White Swan Hotel on 
Shamian island in Canton will endorse 
this view. For the White Swan, which 


The White Swan: hotel tradition. 





claims to be southern China's first inter- 
national-class hotel, owes much of its 
charm to its surroundings. 

Roughly translated, — "sha-mian" 
means sand flats. “Old residents in 
China will doubtless well remember the 
time when this mud flat was typical of all 
that was filthy, unsavoury and dissol- 
ute," explains the guide-book. The 
transformation of the sand flats into a 
solid island started in mid-1859 and was 
completed by September 1861, when 75 
out of the total 82 island plots were 
put up for auction. (Six plots had been 
reserved for the British Consulate and 
one for the church.) 

The construction of tree-lined av- 
enues — still Shamian's most attractive 
feature — started in 1864 and during that 
year and 1865 a total of 645 trees were 
planted. These included 181 banyan, 
some of which are probably still stand- 
ing. About that time “the Association, 
formerly called the Canton Library and 
Reading Room, adopted the name of the 
Canton Club." This institution was lo- 
cated among the old buildings near the 
present-day public baths, which are al- 
most certainly on the site of the swim- 
ming baths originally built in 1908. 

Those who play tennis on the Shamian 
courts today are following a century-plus- 
old tradition: the first tennis lawn was 
opened to players in August 1877, and 
the courts were “the pride of the British 
Concession," according to an earlier 
writer. 

Hotel-keeping on Shamian goes back 
almost as far as the tennis tradition. The 
first hotel was established in May 1888 


but closed seven years later when a new 
one, the Victoria, opened its doors to 
travellers. Serene Shamian has not been 
without its dramas, for in this hotel in 
1924. an attempt to murder the French 
governor-general of Indochina by means 
of a bomb thrown through a verandah 
window left five people dead and 17 in- 
jured. 

It is difficult for someone who did not 
know the Shamian of yesteryear to iden- 
tify many of the buildings, but there are 
three which are self-evidently old. The 
first is the shuttered Christ Church which 
was finished around 1865 and stands be- 
hind the White Swan. This impressive- 
looking building — complete with its 
own parsonage — was installed with a 
“fine organ" in 1904 on which the first re- 
cital was given by the organist of St 
John's Cathedral, Hongkong. The 
Roman Catholic Church at the other end 
of the island — in what was originally the 
French Concession, occupying some 
20% of the island — appears to be in a 
much better state of repair than Christ 
Church, though it is only some 24 years 
younger. The last easily identifiable 
building is the former British consulate 
which stands in the middle of the island 
facing the public gardens to the left of 
the tennis courts. The original consulate, 
built in 1865, was very badly damaged by 
floods that swept across the island in July 
1915. The present-day complex dates 
from 1923. 

Visitors with time to wander round 





Christ Church: Hongkong connection. 






(a-AanzmtxL ome) 
P 


Shamian — preferably in stout shoes as 
most of the island's streets recently have 
been dug up — will find other intriguing 
hints of the past. One such sight is a still- 
visible foundation stone which appears 
to have been laid by one J. Stabb on Feb- 
ruary 6 in either 1890 or 1920. 

Today there are probably more non- 
Chinese residing in the White Swan at 
any one time than used to live on the en- 
tire island: in July 1911, there were 323 
foreigners in Shamian; in December 
1937, 412 foreigners lived on the British: 
Concession. Like these residents, visitors 
now find that the charm of Shamian lies 
as much in its setting as in its buildings 
and trees — a setting made all the more 
pleasant by the cool breezes which waft 
up the deep channel. Lovers of sea craft 
find endless fascination in the huge vari- 
ety of different vessels passing through 
the island waters. There is everything 
here from traditional sampans, both 
with and without sails, to the most mod- 
ern of ships. 

As in the early days, visitors to Sha- 
mian still find the overnight boats to and 
from Hongkong the most agreeable way 
to make the journey, even though the 
hover-ferries are faster. A traveller who 
arrived by boat from Hongkong in June 
1925 during the dock-workers' strike 
wrote: “Hardly anyone looks at Sha- 
meen with its little houses surrounded by 
trees. All eyes are fixed on the bridge, 
protected by trenches and barbed wire . . .” 
This bridge now has a memorial stone at 
its eastern end to the approximately 100 
Chinese strikers killed there by British 
troops on June 23, 1925. For some 16 
months after the battle, Shamian was 
rigorously boycotted and practically be- 
sieged. 

Sadly, one of the island's greatest 
charms — the total absence of traffic — 
is no more. All cars — and even most 
rickshaws and bicycles — were once for- 


-bidden. Harry R. Franck wrote in a book 


published in 1925 of there being “no traf- 
fic more terrifying than baby carriages." 
Today there is a steady stream of hooting 
vehicles passing over the small bridge 
and using the island as a convenient car 
park. Another of Franck's amusing com- 
ments appears to ring true today: that 
some Chinese visit Shamian “merely to 
report the wonders of the foreigners’ 
ways of living to their open-mouthed vil- 
lages.” Anyone who has swum in the 
White Swan pool under the gaze of 
numerous spectators feels this still may 
be the case. — SALLY STEWART 
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|»  — Kobe Steel offers a full array of projects, products and services that | 
x helps countries grow and prosper in a big way. 
| For instance, through our efforts 
a cement plant has just been developed 

at the northern tip of Sumatra, Indonesia. 

iut we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
|n fact, we ourselves have expanded so much we have a new trademark to illustrate 
Kobe Steel's integrated industrial capabilities. 

KOBELCO. It's the mark that's growing in international importance. 
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May I comment on the 
death of our mutual 
friend, Dick Hughes, as 
a journalist who was 
his immediate rival 
for 25 years, during 
which he was the Far 
East correspondent of 
The Sunday Times of 
London and I of The Ob- 
server? It might seem 
that for one in direct 
competition with Dick, 
instead of an admiring 
reader, or a friendly 
editor, or some con- 
spiratorial companion of 
the happy hour in Hong- 
kong, the perspective 
would somehow be different. It wasn't. 

It was not just that he was a close per- 
sonal friend, and one who put the third di- 
mension into life (and sometimes the 
fourth) whenever he was around; he was 
also a chivalrous adversary and more 
often an ally than an opponent. On Satur- 
days in Hongkong, for example, working 
as we did for London Sunday newspapers, 
we used to go out to check the news to- 
gether until late at night, however much 
our deadlines clashed. And more than 
once, when I was caught by a typhoon in 
the wrong place or had simply succumbed 
to flu, I would telephone him and he 
would file for me, writing the story himself 
and wiring The Observer, sending his own 
copy to London at the same time. 

Wherever we ran into each other, as in- 
evitably we did — in Indochina, Malaysia, 
Thailand or Taipei — my fear of this for- 
midable competitor who suddenly loomed 
bulkily on the skyline, bellowing impreca- 
tions against conniving Poms, was 
swamped simply by the pleasure of seeing 
the familiar figure in the sand-coloured or 
blue safari suit, and hearing once again all 
that sonorous, episcopal disapprobation 
(for as the self-appointed alumnus of some 
unimaginable Antipodean seminary, he 
was a prelate who never minced his 
words). 

Dick was like a lot of heavy men, nimble 
and cunning on his feet in earlier days, but 
he always played straight, so much so that 
I remember once telling him that I felt 
guilty because I had scooped him on his 
home ground and not tipped him off (it 
could only have happened once). He was 
aghast. What was I talking about? All was 
fair in love, war and scribbling, wasn’t it, 
Your Grace? He was the professional, 
straightening out the fatuous amateur. 

Yet his professionalism never obscured 
his generosity of spirit, his innate sense of 
decency and the right thing, and he had a 
very cold eye for meanness in any form 
(his overtipping was, of course, the de- 
spair of us all). He would speak up loudly 
and at once whenever his feeling for truth 





Hughes: God bless you. 


LETTERS TO THE EDITOR 
To an absent friend 


or justice was affronted, 
but behind the mock-au- 
thoritative exterior he was 
a man with a large heart. 

He was also a gentle 
and sentimental man, as 
affectionate — as he 
was gregarious, forever 
shooting off ribald post- 
cards to his friends from 
improbable places, faith- 
fully marking anniver- 
saries, and mourning in- 
tensely those that went 
before him. I have seen 
him weep unashamedly, 
less for the colleague 
who had been suddenly 
killed and whom he 
hardly knew than for the stunned and 
bereft widow whom he did not know at all. 

Then there was his sharp, sly sense of 
humour, those impish asides craftily com- 
pounded of warm human understanding 
and detached malice, thrown off as quick 
as a Chinese paints bamboo on silk; his 
dexterity with trenchant Anglo-Saxon 
prose, in speech as on paper, and his taste 
for "Russian water" — the only euphem- 
ism I ever heard him use. 

Dick Hughes was one-off, the figure 
down-centre on the stage wherever he 
stood, never to be eclipsed, always worthy 
of the title he half-blasphemously bes- 
towed on all others — Your Grace. *God 
bless you, my son," he used to say on part- 
ing, making the sign of the Cross. I would 
like to think that on the far side, some 
other venerable and commanding figure, 
even larger than life than Dick, is now 
greeting him in precisely the same way. 
Singapore DENNIS BLOODWORTH 





I was saddened to learn of the death of 
Richard Hughes. When I was based in 
Hongkong in the 1960s, he was very help- 
ful to me. His columns, may I say, were 
helpful to all journalists living or travelling 
there who did not know nearly as much as 
they should have. We could simply steal 
ideas from Richard Hughes. 

JOHN van DOORN 


Toledo, Ohio Executive Editor, The Blade 
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I would like to take 
this opportunity to 
comment briefly on 
| the “new look" the 
REVIEW has taken on 
for 1984. The first im- 
pression of any read- 
ing material is that 
| gained from the im- 
| pact of the cover 
page. And I am de- 
lighted to say that the new cover of the 
REVIEW is a page to "catch the eye" and 





FACT: 


A FASTER AND 
MORE POWERFUL COROLLA. 


FACT s The new 1.3-litre engine designed for Corolla delivers more torque than any 
"engine in its class. Plus more power and, amazingly, more fuel efficiency. It's 
lighter, more compact, and offers more efficient fuel combustion. Significantly, there is less 
friction so engine life is longer. Using advanced techniques, Toyota created new aluminum 
cylinder heads, advanced-designed combustion chambers, lightweight pistons and newly 
designed piston rings. 


FACT cos new aerodynamic styling also adds to performance and fuel economy. 
“From its sloping nose, through smoothly curved contours, to its high tail, this 
"family" car has a Cd (coefficient of drag) of only 0.35. That's outstanding even for a sports car. 


FACT soos new performance will surprise you. Acceleration is fast. Power is 
"there when you need it. Rack and pinion steering makes handling precise and 
easy. And, with the widest tread in its class, plus four-wheel independent suspension, 
Corolla has sports car stability. These are big advancements for Corolla. Experience them 
for yourself. Facts come alive when you drive Toyota. 
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The Chivas Pes: | of Scotches 


A DISTINGUISHED PRODUCT OF CHIVAS BROS. LTD., ABERDEEN, SCOTLAND 







As an American reader I have aways en- 


joyed the contrast between your approach 


to international stories and that of our - 


more common news weeklies. Over the 
past few years I have become -dismayed 


with the American news weeklies for their . 





almost comic: book apr arance in their 
covers. It seems that graphs have 
permanently slippe as ! favour of the 
more COME | 











| as cover i illustrations. 


l ne lotes with approval the adoption of 
four new-look cover, which indicates a 
"rogressive attitude on your behalf. One 


ime. to adopt the modern, 
“American-style spelling, rather 


then, if this is not the appro- | 


han’ continuing to adhere to the. now- | 


irchaic British style. 





No doubt such a course may ovak | 


he ire. of the ultra-traditionalists and 
liehard reactionaries, but most assuredly 
iuch simplified spelling concepts will be 
idopted by all English-language publica- 


ions, sooner or later, in Hongkong as | 


'sewhere — so why not sooner rather 
han later? 
Manila JOHN A. D. de BROUGHTON 
p The bulk of the REVIEW’s circulation is 
11 Asia, where all six nations of the Sub- 
"ontinent plus Burma, Thailand, Singa- 
;»ore, Malaysia, Brunei, Indonesia, Papua 
New Guinea, Hongkong and China com- 
monly use the "archaic" British spelling. 
Only the Philippines, South Korea, 


l'aiwan and Japan use American spelling. 
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required tt thë 50% G stake 
there has been no evidence of any political 
undertones in any of our programmes. 
Undue fears are entirely groundless, as 


the best judge is the audience itself and 


there is absolutely no grounds to think 











given to the state of the pror erts 
as a whole which all other prc 

panies in Hongkong are facing. 
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foremost aim is and has been to improve 










otherwise. The basic guiding policy for 
our programmes will not change. My | a | 
| companies in o kons Which: received à 
completely unqualified opinion from UE 








the standard of viewing of ATV as a ser- 
vice to the public and to turn the. company | auditors. E: 
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Í con mprises kny iva countries, thirty-one of in fedele fromthe. Asiar 
gion and fourteen from Western Europe and North America. 
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supervising the overall accounting and financial reporting quis n of 
complex organizations. It would be a distinct advantage if that exper en 
cluded exposure: to international banking, dop institution d 













ledge of accounting standards, practices and proce | à 
cal experience in. working with and specifying. Grocers for Besse ac- 
counting. systems. 


Fluency in written and.spoken English is essential. Staff will be 
Manila, Philippines, but the position involves some international travel. 


The position carries an attractive salary in the range of US$55,000~ 
US$67,000 depending on qualification and experience, plus comprehensive 
fringe benefits, and is normally free of tax in the Philippines. 

interested persons are requested to send their curriculum vitae, including 


present salary and details of their working experience, quoting REF. NO.: HK 43 
to: 


e based in 








HEAD, EMPLOYMENT & STAFF RELATIONS 
. PERSONNEL DIVISION. 
ASIAN DEVELOPMENT BANK 
P.O. BOX 789 
MANILA, PHILIPPINES | 












confidence in our company y that we E 
ride out these difficult times: °° & 
Your statement that Far East E nk d 
posits fell 15% in 1982 and that profits f 
from HK$32 million to Hk «56 million d 










bn back. Wheri | bousht back the ce 
trolling interest in Far East-Bank, it w 
through a division of the existing branch 
with Citibank and as a result Citibai 
ended up with the cream of the more pr 
fitable branches, thus taking away su 
stantial amounts of deposits. After ti 
split with Citibank in February 1982, F 
East Bank was left with. approximate 
30% of its previous balance-shee a 
total deposit of HK$300 milli : 

During 1982 and the better part of 19 

our primary objective was to rebuil 
branch network, which grew from 16€: 
February 1982 to 31 today. This exerci: 
was costly in the:short run, and-of cour 
affected our profits adversely, but w; 
vital for the long-term health and reput 
tion of the bank. How could we have co: 
tinued to call ourselves the New Te 
ritories Bank when half the branches 
the New Territories were transferred : 
Citibank? We are proud to be able to s: 
that our total deposit today exceeds HK: 
billion. Our policy has always been caut 
ous and sound and thus the confidenc 
problem which hit other smaller loc 
banks in 1983 did not affect us. 

I am sure your magazine would not wis 
| to. give a misleading picture of our con 
panies to your readers. 

Hongkong DEAN CHI 
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Tonnage: 10,380 G/T 


GT | 
“Service Speed: 14 knots n l 






e e This letter. was written before the Ch; 
| ob dior oe family and assoc | 

Since NYK's founding in 1885 remarkable | lian interest in A’ 
changes have taken place in merchant ship- ! 
ping. Except for a few notable exceptions, 


the days of sail and paddle steamers are Finiandisation - 


over. Even in those early days though, I read you l- informed Cover story o 
NYK's founders saw the need for speed Afgh anistan [REVIEW, 29 Dec. '83] w 


and efficiency in carrying cargoes to every : $ 
corner of the world. Today, with over 280 MEST owever, Bos dude 
vessels flying its flag, NYK still provides 
these essential services, with a modern 
fleet that is. constantly being upgraded to 
satisfy the most demanding customers. 





















| after World Warl i was Stai Sovit 

| troops. That, of course, is.not true. Fir 

! -| land has NEVER been. occupied by th 
a y Charting a Course ju tomorrow as well a as S today Soviet Union. | 


Melink AUNO > NUORINE! 
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2 Jan] Should have. icai “Tt could 
be wise unwise] . . . to restrict investments o 
to the government sector where the liquidity i 

good because. should interest rates rise in. 


2 States later i in the year - — which’ m 




















again — those who put ee money 
Samurai and Euroyen markets may: ncounter | 
drmeulties t in selling . . | 












he tiny. but oil-rich state s of Brunei nae at last 
British protection and joined the world aso 
epe nt state but, porhaps more sig- | 
_ it has almost simultaneously joined | 
as the it Ý, G-k s sixth hembe j 
G Kulka ni, 
















hé people in prosperity b but may f 
ahead, and on ties with the Ww 
e’s immediate neonate, indonesia: an d | 

E | Malaysia. Pages28-34 dX S7 CT 
r illustration by C. -Liang 



























| | Page 40 : 3 
lorth Ke atest approach on Chinese cuisine 
‘reunification of the peninsula is 






| growing work? 
































: is not quite so 
yt least because of the | haute when it get: Page 60 j 
which it was made. | downtothe ges T Hongkong Land begins | 


Seoul remains deeply suspi- | roots level. ^ its shareholding in saat 


Matheson. 
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Hongkong: S unofficial Legisla- regularities | pos Brod 


tive Council members give way to to ir aix debt rest turing 

: pressure from a cabbies’ strike, | E Seri 

which is given added impact by 
violence in. me streets. 


: Pages 17-18 
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Page 44 | | 
Despite rising cominioditibs. = 
prices, the Malaysian state of |. TE 
Sarawak needs to move down- T US 
stream to avoid economic pion UNG 
lems. ie 


| 

| 

| 
Page 20 (| 
Sri Lanka's politicians gather | 
.round the table in a bid to dispel | 
centuries of communal distrust. | 
| [P 

| 








Page 24 
The Peking-Washington relation- | 


h Za. alos zd 
tion - — and. India threatens to se 


the ‘club.’ E 


| Ship seems to be on an even keel 
after P remier Zhao Ziyang's S visit. 













| Arts n Society x E se ai | | 
| Food: At 12:31 you can hear ir atoothpick BMF in-house 
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Ji ith Korea: Take your. partners: | 
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Singapore Authority and Kep- 
| pel Shipyard, where the vessel 
| had been for a refit. 

However, it did not find any- 
body criminally liable for the 
accident, in which seven cable- 
car passengers were killed. The 
government has set up a high- 
level committee to study the 
commission's recommenda- 
tions for restrictions on the 
| height of vessels in shipyards 
and tighter harbour-safety 
measures. — V. G. KULKARNI 


Nine Congress supporters 
killed in clashes | 
Nine supporters of Indian 
Prime Minister Indira Gan- 
dhi's Congress party died in 
clashes with police on 15and 16 : 
January in Jammu - ànd- 
Kashmir state, which is ruled. 
by the National Conference 
Party, led by Faroog Abdullah. . 
The Congress party has been 
campaigning for the dismissal 
of the state government for its 
alleged failure to contain seces- 
sionist activity and ensure law 
and order. 

Meanwhile, a conclave of. 
India's opposition political 
leaders, including Abdullah 
and four other chief ministers 
of opposition-ruled states, 
warned Mrs Gandhi's govern- 
merit that any attempt to top- 
ple state governments not liked 
by her party would be resisted. 
— MOHAN RAM 












Malaysian Indians 

Malaysia will treat its citizens 
of Indian descent as a separate 
“socio-economic category in the 
Fifth Malaysia Plan, said | 
Datuk Samy Vellu, president 
of the Malaysian Indian Con- 
gress (MIC). Until now the 
government has categorised 
Malaysians as bumiputras, or 
indigenous peoples, mainly 
Malays, and non-bumiputras. 
That distinction turns on the 
New Economic Policy's pro- 
gramme of transfers of corpo- 
rate wealth to bumiputras. — 
However, the MIC, which is 
one of the partners in 
the ruling National Front gov- 
erment, has argued that spe- 
cial problems of Indian poverty 
-and education are overlooked 
- when Malaysians of Indian des- 
cent are lumped together with 
Chinese as non-bumiputras. | 
. Many in the MIC fear that the 
: which 


Hongkong Bank in loan 
deal with Manila 

The Hongkong and Shanghai 
Banking Corp. (HSBC) has 
agreed in principle to extend a 
. lóan of US$75 million to the 
Philippine Government. 
Terms and conditions of the 
proposed loan are still being 
finalised, outgoing Central 
Bank of the Philippines gover- 
nor Jaime Laya disclosed on 12 
January. An unwritten condi- 
tion accompanying the loan is 
that the Philippine Govern- 
ment will extend “maximum 
assistance" to the HSBC af- 
- filiate in Manila, State Invest- 
"ment. House. The country's 
biggest investment house, 
State Investment was besieged 
























































positors shortly after the 21 
August 1983 killing of former 
senator Benigno Aquino and 
the 5 October 1983 devaluation 
of the peso. State Investment, 
owned 25% by HSBC's sub- 
sidiary Wardley, was forced to 
suspend payments of maturing 
deposits in early December last | 
year. |. — JOSE GALANG 


bites the dust 
Another Hongkong property 
company has gone under, tak- 
ing with it a deposit-taking 
T CNET P company, Advance Finance. 
MUSCOY retaliates i 4/Goodyear: Estates admitted 
Dhaka's expulsions bankruptcy following failure of 
Following the expulsion of nine | its unquoted parent, Goodyear 
Soviet diplomats and five Investors, to repay loans. 
Soviet professionals from Goodyear has property in- | 
Dhaka recently because of | terests in Hongkong and 
"prejudicial activities," .Mos- | Malaysia, a construction com- . 
| Cow is understood to have re- | pan 1 
taliated by refusing to grant a 
visa to the newly appointed 
first secretary to the 
Bangladesh Embassy in Mos- 
cow and by cancelling the visit 
of a Bangladeshi trade delega- 
tion, which had been scheduled 
to begin on 14 January. 
The ambassador, M. R. 
Ahmed, returned to Dhaka 
early this month. The Foreign | 
| Ministry explained that his 
term had expired. However, a 
new Bangladeshi ambassador 
has not been named. 
Moscow Radio, in a strongly 

worded commentary on the ex- 
pulsions, accused Bangladesh 













firm 


















: Singapore opposition MP J. B. 
< Jeyaretnam and his 







(US$470) on 14 January for 
preventing the distribution of a 
$$400 cheque to creditors of 
the party, which is in receiver- 
ship. However, senior district 
1dge Michael Khoo acquitted 
ie pair on two similar charges 
involving donations to the 
party. Earlier, in the same 
case, the two defendants had 
been acquitted.on a charge of 
iaking a false declaration. 
it the party's accounts. 

he defence has appealed 
inst the conviction and the 
rosecution has appealed 
gainst all the acquittals and 
e sentence. — V. G, KULKARNI 

















terests in two hotels and a 
printing plant in China. 
Goodyear was a family vehicle | 








former director of Overseas 
Trust Bank and associate of the 
bank's founder, the late.Chang 

| Ming Thien, who was on the 
board of Goodyear. : 
— A CORRESPONDENT 


India does without its 
India will. not. draw the final |. 
tranche of US$1.1 billion of the | 

















































A commission of inquiry into a 
collision between the drillship. 
Eniwetok and the cable-car sys- 
| tem across Singapore harbour 
to the resort island of Sentosa, | of acting under the guidance of 
in January 1983, has blamed a- "reactionary lobby" and 
the ship's captain, the harbour | being out to please the United 
pilot and officials of the Port of | States. — $. KAMALUDDIN 


special drawing rights under 
the Extended Facility of the In- 
ternational Monetary Fund in | 
November 1981 to overcome a 

balance-of-payments crisis. 
The loan was a three-year cush- 





-by fund withdrawals from de- - 


daily ba 


pany in Hongkong and in- 4 





of the late Pang Kwok-chan, a | 


US$5.6 billion it borrowed in | stabilisation of the local. cu 


rency's rate. It will also. per 
sharper: policing of -over 
funds transfers, traditionally < 
problem area in the authority's 
relations with-banks. 










But in mid-1983, it was « 
cided not to draw the full er 
tlement of the-third a nd: | 
US$1.5 billion 













| sional, or Proton, initially w 


produce 20,000 units a year q 
dts 800 workers will assem 
1,300 and 1,500 c.c. mode 
Proton said the vehicle w 
eventually have a 369?6.loc 
content. — JAMES CLA 


Indonesia raises 
fuel prices again 
The price of lower-grade fuel | 
Indonesia has been: raised t 
9-60% — the second such ris 
in aS many years. And on 
April, municipal bus fares g 
up by 5095. Rice-price rises i 
two major cities, Bandung an 
Surabaya, have also been r 
ported. As inflationary pre: 
sure mounts, demands fc 
wage rises are increasing, wit 
Labour. Minister. Sudomo th 





latest to suggest-salaries shoul 


go up. 
Singapore's MAS calls 


bank reports | 
The Monetary Authority 


dns : = | MANGGI HABU 
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Singapore (MAS), in its con 
tinuing vigil against. 
| nationalisation" “of the. loca 
currency, will fróm 6 Febrüan 















"inter 


require daily repórts of banks 
foreign-exchangé and money. 
market positions. , Previously 


banks had to report monthly. 
| Reports. | 
forward. «exchange . transac- 
tions, inter-bank- funds anc 
Singapore dolfar-denominatec 
certificates of deposits. 


Anclude spot anc 








Daily reports will allow the 
S to intervene more readily 


unter any incipient de- 

































































COOPERATION IN FOCUS - 
Thai Prime Minister Prem 
"Tinsulanond is planning to visit the 
United States in April. Details of the 










trip have yet to be completed, but it 
is expected to focus on fostering the 
already close. cooperation between 


the two countries in the economic 
and security fields. The Thai 

premier last visited the US in late 
1981. 









The bombing aftermath. 


THE PYONGYANG SHUFFLE 
North Korean diplomacy is 
apparently undergoing a drastic 
facelift, analysts in Seoul say. Over 
the past three months, Pyongyang 
: has reshuffled at least 15 of its 
7 ambassadorial posts in Asia and 


IE THE WEEK 


| ACHAN TAN 






« Rebels starte 
¿r causing blackor 
_ the country, Wes 
Said d: T Jan.). 


ny Street, foreign initiister. inthe f ott 

timent of Malcolm Fraser, said: he was 
signing from parliament (13 Jan.). Annual 
alks between Asean and. Australia opened in 
C nberra (17 Jan.). 


. BANGLADESH 
Abdus Sattar. 


she An power a 
Kabul and other parts of 
diplomats in Islamabad 





























~ dent, quit t die leadership, (13 Jan. ). 


HONGKONG | 

vC Taxi drivers: protesting against higher lt- 
cence and registration fees went on strike, 
blocking main roads. (12. Jan.). At least 30 | 
ple were injured and 172 were arrested 
en the 'usands. went on à rampage in Kow- 






———————— PG 
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= 
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leader of the opposition a pre 


| Eastern Europe. The envoys 
reshuffled include Yu Tae Sop in 
India and Oh Won Kun in Poland. 
Although some. of the changes may 
be routine, given that North Korea 
normally replaces its ambassadors _ 
every four to five years, others are 
undoubtedly linked to the October 
bombing in Rangoon, which left 17 
South Koreans dead and created 
embarrassment for North Korean 
diplomats. 


GUESSING GAME. 


Three weeks after intercepting 14 
Iranians who arrived in Hongkong 
on forged passports, the authorities 
are no nearer explaining the 

| background to the case or why 13 of 
the men are still being held but have 
not been charged with any crime. 
Immediately after news of the 
detentions became public, police 
issued a statement saying there was 
no reason to believe — as the press 
had speculated — that the men were 
terrorists. The police believed they 
were law-abiding young men of good 
education trying to reach Canada to 
settle there. One was allowed to 
leave for Pakistan. But since then, 
authorities admit, no progress has 
been made in their efforts to unravel 
the truth or even discover who most 
of the young men are. So far only 
two of them have identified 
themselves. 








loon during the taxi strike (13 Jan.). Gover- 


nor Sir Edward Youde headed a delegation. 


which held talks with British Prime Minister 
Margaret Thatcher in London (16 Jan. ). 


INDIA : 

At least three people were killed and sev- 
eral were injured when police fired on 
protesters in Jammu and. Kashmir state (14 
Jan.). Members of the ruling Congress party 
staged a demonstration against the chiet 
minister of Jammu and Kashmir after the 
killings (15 Jan.). (c 


INDONESIA 
The government banned. ste a monthly 
magazine Expo for what it said was tendenti- 
ous and libellous reporting (13 Jar). The jus- 
e minister. confirmed that the government 
} fenew a.1962 law empowering the 
dent" to banish his political op- 
ponerits (16 Jan. ^ i 






MALAYSIA ; 

A Malaysian patrol boat with 29 crew mem- 
bers sank off the Tembelan group of islands, a 
Defence Ministry spokesman said (11 Jan.). 
Prime Minister Datuk Seri Mahathir 
Mohamad arrived in Canada on an official 
visit (13 Jan. ) 


re err M ABRIR MH rb B ASA Hate Pee rer ASA eee tà Need PP tata ga aen ri seno e As V aai A MI 


(de aaa n gnum finde mr d EA A APIS ide Joe ei NS P ta atat sare n 


Minister. Carlos Romulo formal ly 


Usenoy is Pane India; oste i 
leading a delegation for the silver 
ae celebrations of the Bhilai | 
steel plant, India's first Soviet-aided-- 
project. But his visit is a follow-up 
to the massive arms deal agreed in - 
principle in mid- 1983, when his 
Indian counterpart R. 
Venkataraman visited Moscow. 
Soviet President Yuri Andropov was - 
expected to visit India this winter -= 
his first trip to a non-communist 
country as Soviet leader — to 
underline Moscow's strategic 
relations with New Delhi. But 
because of his poor health, he sent 
Ustinov. 
































PHILIPPINES 

President Ferdinand Marcos ordered. the 
release of 50 people arrested in anti-gavern- 
ment demonstrations in September 1983 and 
dropped sedition charges Pe sa them, the 
presidential. palace said (12 Jan). Foreign. 
retired 
from public service (H4 Jan. }. 


SINGAPORE 

Opposition Workers’ Party MP). B. levaret- 
nam and party chairman Wong Hong Toy 
were fined more than 5$400 cach for pre 
venting the distribution of a cheque to cree 
ditors of the party, which is in receivership (14 
Jan. ). 


SOUTH KOREA 

Seven South Koreans were charged with p 
spying for the North and given jail sentences P. 
of up to 10 years (P Jan.) President Chun 
Doo Hwan urged the North to renounce vic 
lence and renew dialogue with South Koreas 
for peaceful reunihication (17 Jan. ). 


SRI LANKA 

Gunmen, believed to belong to a Fami 
guerilla group, abducted nine university sit- 
dents on a hunger strike in la i lice said 
(17 Jan.). | 











By Richard Nations 


No Korean President Kim Il Sung’ S 
dramatic appeal for à three-party 
peace conference .— hand-carried by 
Chinese Premier Zhao Ziyang to United 
States President Ronald Reagan — has 
pre-empted months of tortuous diplomacy 
between Chinese and US officials and 
forced the search for an international con- 
ference on Korea into the open. 

Kim's proposal to bring Pyongyang, 
















































and reunification talks was greeted with 
extreme caution by American officials 
who insist the North's sincerity be judged 
against the Rangoon massacre, an appa- 
rent attempt to assassinate virtuallv the 
€ entire leadership of South Korea, 

3 Moreover, Kim's demarche smacks of 
" ropaganda since the full text of letters 
addressed to the US Congress and US 
Government was broadcast publicly by 
Pyongyang shortly after Zhao delivered 
them privately on 10 January to Reagan at 
the White House. Kim himself, it is 
thought here, must be desperate to deflect 
the humiliation of the: blunder at Ram- 
goon's Aung Sang Martyr's Mausoleum 
last October. 

.. Nonetheless, by offering. to include 
South Korea in tripartite talks, the North 
Korean proposal includes significant new 
elements which US officials are studying 
seriously: . : 

.It reverses the North's long shad ne 
refusal to deal directly with President 
Chun Doo Hwan’s government in sie 
by offering to include “the South Korea 
uthorities" in the talks “on an equal iot 
ng." This is seen às indirectly acknow- 
ing the legitimacy of the Chun regime. 


direct bilateral negotiations — prizes 
early. 
Zi also departs from the rigid insistence 
nat talks to replace the armistice with a 
ce treaty involve only Pyongyang and 
ashington, while talks on reunification 
“representatives of the South Korean 
le." By linking these two negotia- 
Kim has moved closer to the com- 
agenda on. the Snan ne 
table to ! I E 



















om South: Korea and confines | ne pro- 
posals to the subject of the peace negotia- 
^tions themselves. He has also picked up 
2 the South Korean proposal for a non-ag- 
‘gression declaration and other confi- 
lence-building measures: ua 

| The € problem with the Kim; pro- 


Seoul and Washington together for peace 


olding out a plum which Seoul — pushing | 


the peninsula involve only Pyongyang: 


Hle rere t aaa a frr Ra Poi x a APA IH AREA 
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; and realise that Zhao must at | 


Washington believes that only China can 
guarantee North Korean undertakings at 
an international conference and so insists 
on four parties at 'ery least. South 
Korea prefers direct North-South talks 
but, if the issue is internationalised, wants 
parity at the conference table to avoid 
being the odd man out; Washington's oft- 
conflicting official reactions have tried to 
cover the full scope of even-numbered 
possibilities — two.(North- -South), four 








(plus the US.and China) and even six (plus 


Japan and the Soviet Union). 

The unknown quantity is where China 
stands, While in Washington, Zhao re- 
mained neutral both in private and public 
on the idea of a four-power conference. 
"Nobody. has. asked us and we have not 
considered it," he said. 

However. US officials do not under- 
estimate North Korea's Cora 
east pub- 
licly endorse a three-power proposal if 
Kim is not tö veto the idea of an intema- 
tional conference altogether. 

The impression that Zhao was only carry- 
ing messages, however. was reinforced 


when he appeared surprised and embar- 


By Mike Tharp 


Tokyo: It is more than four vears since 
North and South Korea had direct talks 
and the new Pyongyang initiative, with all 
its detects, is seen by:analysts here as at 
least a possible basis for some progress. 
The last initiative came from the late 
South Korean. president Park Chung Hee 
in January I$ 
the North “at any time, at any place. and at 
any level” witho 'econditions. ; 
Pyongyang replied with a- four- -part 
proposal reiterating some of its long- 
standing provisions. 
ments, delegates from North and South fi- 





nally faced each other across the negotiat- | 


ing table. These contacts, however. were 
halted after Park was assassinatéd' in Oc- 
tober 1979 and President Chun Doo Hwan 
took power. There has been no direct 


dialogue since. . 


North Korean sources and other 
analysts in Tokyo suggest several reasons 
Pyongyang’s -próposal warrants at least 


Serious attention: The most obvious is that 





Despite disagree- E 


Observers wondér at the North’ S open app 
on reunification rather than secret diplomacy 


‘when he offered to meet. : 





organ, Scinteia, on 21 December 198 
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rassed by Pyongyang’s publicity cz 


paign. But the North's media drive n 


have been triggered unexpectedly by o 
cially inspired leaks in the South Kors 
press on 9 January which det ailed Ki 
new proposals. - 






socialist rod ped at 
with Kim printed in the Romar 


reprinted in North. Korea's Nodon" 
mun on 10 January. " 


NT d 





any US Officials: here "believe 

Chinese have been deéply involvec 
dias North Korea out, partly in 
sponse to signals from Washington o 
the past few months hinting ata new flc 
bility on contacts with the North. Late 
September the State Department sent: 
a cable on new rules for social LA 
for US officials round the world wh 
they are likely to Come into contact w 
North Korean diplomats. The strictu 
on contacts with North Koreans are - 






the North ha 
Seoul im 


nost rigid that govern US diplomats, 
ind an earlier effort to relax them was 
tilled by press leaks in Seoul early last 
rear. 

US officials now deny that this cable 
vas intended as a new US probe for talks 
vith North Korea. However, it included a 
ong brief — to be conveyed to host-coun- 
ry officials — reviewing the history of 
JS-South Korean initiatives for peace on 
he peninsula, concluding with the entic- 
ng reminder. that then US president 
Jimmy Carter's 1979 proposal for three- 
party talks had not been formally re- 
scinded. 

Some officials here now say that US dip- 
omats in Peking — "who believe that, 
zome what may, we should always be in- 
volved in negotiations with China” — may 
1ave “exceeded their brief" in explaining 
hese new rules in Peking, leaving the im- 
ression that Washington was probing for 
“pring in North Korea and China for a 

—ference. 

Two weeks later, in a complicated and 
imbiguous statement on Korea delivered 
to visiting US Defence Secretary Caspar 
Weinberger, Chinese elder statesman 
Deng Xiaoping referred to the venue for 
tour-power armistice talks in the Korean 
lemilitarised zone at Panmunjom. This 
was read by some US officials as a Chinese 
reply endorsing China's participation in 
four-party talks on Korea. 

A subsequent quest for confirmation, 
however, only drew a disclaimer. And 
when, on 8 October, China conveyed to 





both Seoul and Washington North 
Korea's first proposal for tripartite talks it 
was simply dismissed as smoke to cover 
the Rangoon assassination plot. The re- 
sponse was the same when China replayed 
the same proposal from the North on 3 
December. 

However these behind-the-scenes ex- 
changes are overtaken now that the issue 
is out in the open. Both the US and China 
realise that the other is essential to a 
successful international conference. but 
neither wants to appear the demandeur 
and both now will be that much more con- 
strained with the sensitivities of its Korean 


ally. fearful of being isolated in a larger 
forum. 

Moreover, Washington itself is divided 
on the merits of pressing a conference 
now, even with Chinese involvement. 
"The Korean peninsula is a volatile place 
where you don't tinker lightly with the 
status quo," said one official who thinks 
the Korea issue could easily divert the new 
momentum in Sino-US relations into a 
blind alley. At the very least the Korean 
issue has broken the surface of Sino-US 
relations and is likely to figure high on the 
agenda when Reagan visits Peking in 
April. u 
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Reagan at the demilitarised zone: the North plays it cool. 


first broached the day before the Rangoon 
bombing incident, its more recent disclo- 
sure clearly was intended to help Pyong- 
yang recover international prestige lost 
after Burma severed diplomatic relations 
with North Korea. Observers attach im- 
portance to the fact that China informed 
the US on 12 October about the North's 
message and welcomed it, apparently as a 
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sign — just after Rangoon — of its 
continued support of North Korea, but 
also to show it wanted a relaxation of 
tension. 

Some Japanese diplomats remain “puz- 
zled," in the words of a senior Foreign 
Ministry official, over North Korea's 
public approach to. Washington and 
Seoul. Backdoor, private overtures might 


have been more effective, he implied. Yet 
neither North nor South has ever tried sec- 
ret diplomacy to any appreciable extent, 
preferring to use their almost cyclical 
reunification plans as grist for their 
domestic propaganda mills and to en- 
hance their diplomatic standing abroad. 

A better reason for puzzlement, accord- 
ing to another diplomat, is that the timing 
of the bombing in Rangoon — still denied 
by the North — and the peace offensive 
could mean internal divisions over policy 
in Pyongyang. “They contradict them- 
selves," he explained. “On one hand there 
was terrorism, on the other they want to 
hold peace talks. Is the same decision- 
making body saying two different things? 
It looks as if there are two different deci- 
sion-making groups in the country. ^ 

The other, more fundamental motive 
for the North's conciliatory posture is that 
many things are going wrong for.the coun- 
try now. "North Korea has many prob- 
lems, economically, diplomatically, politi- 
cally and militarily,” said one Japanese in- 
telligence source. “Every aspect is trou- 
bled, so North Korean leaders have to 
overcome these problems. This is a new 
initiative from their leaders.” 

The North's second seven-year plan for 
economic development is due to end this 
year, but so far there has been no an- 
nouncement of preliminary results of its 
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achievements. This indicates that many of 
the industrial and agricultural targets have 
not been met. And though the North may 
have greater quantitative military strength 
than the South, qualitatively it lags be- 
hind. “We think that even now South 
Korea has more military power than 
North Korea," said the intelligence 
source. 

Formidable obstacles could prevent the 
two Koreas from resuming direct talks 
again. The North is unlikely to agree to 
the US counter-proposal that China 
should be included in the discussions be- 
cause that would offend the Soviet Union, 
Pyongyang's other major ally. Japan's 
suggestion that the talks should include 
both Koreas, Washington, Peking, Mos- 
cow and Tokyo would make the forum un- 
wieldy but probably offers the most realis- 
tic arrangement to get the talks started. 
But both Pyongyang and Seoul harbour 
historical hostility towards Japan and they 
may not agree to Tokyo's participation. 
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Confusing 
the issue 


South Korea holds three 
dissidents for allegedly 
praising Pyongyang 


By Ian Buruma 


Seoul: While international attention is 
focused on the latest moves towards pos- 
sible Korean rapprochement, three men 
a methodist minister and two 
academics, all critics of the South Ko- 
rean Government — are in prison, ac- 
cused of praising North Korean reunifi- 
cation proposals. 

The Rev. Cho Seung Kyuk and pro- 
fessors Lee Young Hee and Kang Man 
Kil have been detained awaiting trial 
since the end of December. They were 
arrested by the Anti-Communist Section 
of the National Police Security Centre. 
The three were formally charged on 10 
January with praising the North Korean 
proposal for national unification as 
being more reasonable and democratic 
than Seoul's unification policy. They 
were also accused of saying that North 
Korea has more national legitimacy than 
South Korea. Expressing such opinions 
is a violation of the National Security 
Law. 

The three are accused of having voiced 
these ideas in discussions during a re- 
search project on the unification issue as 
presented in government primary- and 
secondary-school textbooks. The study 
is being conducted by the Christian Insti- 
tute for the Study of Justice and Deve- 
lopment (CISJD), an ecumenical re- 
search institute founded in 1979. 

The purpose of this institute, of which 
Cho is the director, is, among other 
things, “to foster reflection, discussion 
and development of democratic founda- 
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e shadow of the bomb. 


Seoul reacts to Pyongyang's proposal with scepticism 
in the wake of the Rangoon killings 


By Shim Jae Hoon ~ 


Seoul: South Korea, as expected, has 
reacted with extreme caution — not to say 
scepticism — to the North Korean moves 
towards peace talks. The Rangoon bomb- 
ing, which narrowly missed killing Presi- 
dent Chun Doo Hwan and did kill 17 
South Koreans, is still casting a huge 
shadow over Pyongyang’s moves. 

The first moves were made by the North 
Koreans through Chinese officials in Pe- 
king on 8 October last year — one day be- 
fore the Rangoon bombing. A second 
North Korean message was transmitted 
on 3 December — the very day two North 
Korean guerillas, heavily armed with si- 
lenced pistols and grenades, were caught 


Kang; Cho; Lee: awaiting trial. 


tions in Korea.” One of the most vital is- 
sues to be discussed is national unifica- 
tion. Because, according to a recent 
CISJD statement, “school education is 
the only channel through which the 
younger generation can learn about the 
division and unification,” the institute 
decided early in 1983 to analyse school 
textbooks. 

Nine teachers were selected for the 
task. Lee gave a lecture to them on unifi- 
cation policies; Kang talked about the 
history of the division of Korea. The 
study has not been completed yet, but all 
the teachers have been investigated by 
the police, and the manuscripts of the re- 
search project have been confiscated. 
Notes taken, during the lectures have 
been seized as evidence. 


n emergency support committee has 
been formed by both Protestants and 
Roman Catholics who see the arrests as 
an attack on religious and academic free- 
dom and a violation of human rights. A 
letter of appeal has been sent to Presi- 
dent Chun Doo Hwan. 
According to the committee, reports 
on the case in the media have been delib- 
erately intended to create an “atmos- 
phere of trial by opinion." It says that the 
police have quoted the professors’ re- 
marks out of context and distorted their 


trying to land from the sea near Pusan 

In an initial reaction to the proposals t: 
ease tension and promote peace talks 
South Korea's Minister for Natione 
Unification Sohn Jae Shik rejected th 
idea and suggested that President Kim | 
Sung should apologise for the assassinz 
tions. But he stopped short of making thi 
a condition for talks of “the highest au 
thorities.” 

As well as a healthy amount of cynicisr 
about the sincerity of the proposals, Seou 
is also looking at them with suspicion as t: 
what motive they might have. One theor 
is that Pyongyang, while fully expectin; 
South Korea to reject any moves at thi 





meaning, leaving out qualifying state- 
ments critical of North Korea. 

Although national unification is consi- 
dered the “supreme task” by church ac- 
tivists, and one which ought “not be left 
solely to the government or to a special 
agency," according tova CISJD state- 
ment, the church is certainly not sym- 
pathetic to the North. Indeed, many of 
the activists themselves were refugees 
from the communist regime. According 
to the CISJD, the purpose of the re- 
search project is to gather “reference 
materials for education to teach about 
national unification and overcoming 
communism in the church schools.” 

Christian activists see the church as a 
stabilising, factor between Left and 
Right. According to the Rev. Kim Kwan 
Suk, president of the Christian Broad- 
casting System in Seoul, the church has 
to "fight.the Right to fight the Left” Ac- 
tivists such as Kim feel that political de- 
bate is part of the church's mission. So 
far, however, public discussion of na- 
tional unification has been conducted 
under government supervision. 

A highly placed government spokes- 
man said in an interview that it would be 
"dangerously confusing to the people if 
we were to allow anyone anywhere to 
discuss the issue. We have government 
organs to deal with it." 
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The Bankers Trust OCS at work, 
for Procter and Gamble de Mexico. 


Close teamwork among pro- 
fessionals at Bankers Trust 
recently madeamostremark- 
able transaction possible. 
Our client: Procter and 
Gamble de Mexico, a stand- 
alone subsidiary of the U.S. 
company. Our challenge: a 
multi-million dollar refi- 
nancing—at the very height 
of Mexico’s financial crisis. 
With the strong support 
of the Mexican government, we were 
able to match the company’s need with 


Mexico’s need to save foreign exchange. 


We helped them replace costly loans 
from other banks with a Bankers Trust 
specialty: commercial paper. (We were 


a 
-a an mi d mn emim de ee 


the first money center bank 
to act as agent for issuers of 
commercial paper. Our cus- 
tomers have some two billion 
dollars worth outstanding 
for which we are sales agent.) 
The result: an innovative 


The Bankers Trust team: Richard $44 million issue of com- 
A. Price, Jr., Capital Mkts. Group 
(seated); Andrea Lamp Peabody. 
Relationship Mgr.; Johannes G. 
Derksen, Currency Manage- 
ment; Alok Singh, World Corpo- 
rate Department in Mexico City. 


mercial paper, brought to 
market by Bankers Trust. 

The company will save 
millions in interest costs. 
Mexico saves large amounts of foreign 
exchange, and has once again seen a 
Mexican company's obligations suc- 
cessfully placed in the U.S. market. 

A skilled Bankers Trust relationship 
manager coordinated the efforts of our 


corporate finance experts in the U.S. 
and Mexico and our commercial paper 
specialists. Together, their efforts added 
up to nothing less than excellence. 

The pursuit of excellence is unend- 
ing at Bankers Trust. If it's a pursuit 
that's part of your philosophy, perhaps 
your company should be working with 
our bank 


An international banking network in 
more than 35 countries. 


280 Park Avenue, New York, N.Y. 10015 


MEMBER FDIC © BANKERS TRUST COMPANY 
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and receive free the All-Asia Guide, 12th edition 
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of Asia at your fingertips as does pe Asia Yearbook. 


Now In Its 25th Edition = 

The Asia 1984 Yearbook, celebrating its 25th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 


have gone into greater detail, with deeper insight, to pro- 
duce a book that anyone who has : any dealings with Asia - 


should have on the QUOS 


Features | EE 

The Asia 1984 Yearbook includes twos new ‘chapters i in 
the Special Section, namely Commodity Futures and 
Asian activities at the United Nations. You will find fami- 
iF 





liar chapters and features as well: a Regional Round-up, 







Banks, Asian Finance, Asian Investment, Energy, 
modities, Aviation, Shipping, Trade & Aid, West Asia 
South Pacific and Asian Organisations. - | 

The main body of 
countries. Each is. 












ea and Japan, down through the Philippines to Aus- 


India, Indonesia, Singapore and Mal laysia. 


Asin the past, the Yearbook has an abundance of 


charts, tables and:graphics to illustrate the material, in- 
SUN a full military profile of every country. 





Country “by j-Cc untry Analysis - 
intry is discussed with up-to-date reviews t its 
Jlitics and Social Affairs, Foreign Relations, Economy 
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every year. Every week, the Review's correspon 2 
provide on-the-spot reports from every major Asian. 
capital. From Islamabad to Tokyo, Peking to Canberra. 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
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keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as. 
only the Far Eastern Economic Review can. | 
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The island nat on's po 









By Manik de Silva 


Colombo: Sri Lanka's political parties 
and representatives ofsorganisations of 


interests closeted themselves at the Ban- 
daranaike Memorial International Con- 


out a settlement to the country's long-fes- 
tering ethnic problem, which exploded 
into violence last July. The cost of the riots 
was immense in human, economic and po- 
litical terms. It left nearly 400 dead by the 
official count, 100,000 homeless and many 
millions of rupees worth of property dam- 
aged. 

The path to the talks, which India 
helped in many ways to set up, has been 
hard and long. There is a conciousness 
among people throughout the country, 
and certainly among their leaders, of the 
vital need to ensure that the events of July 
do not recur. But as the talks proceed 
slowly, the big question that emerges is 
whether all concerned interests can rise 
bove sectarian considerations and take 
ecisions which will be in the national in- 
_ terest (page 22). As one recent newspaper 
editorial put it, this cannot be a matter of 
merely sharing loaves and fishes. 

Trade Minister Lalith Athulathmudali, 
who has been appointed the conference 
spokesman, has been making some en- 
 couraging statements at the news briefings 
. that follow each session. But the picture 
learly is not as good as he has painted. 
articipants appear to belong to two 
schools: those who desire a quick and fair 
settlement and those who do not. The lat- 
te had by all accounts gained a beach- 
id by winning the right for the confer- 
nce to discuss the grievances of all com- 
iunities. That could well be a step back- 
irds that may bog down the talks. 
Getting the various interests to agree on 
1 agenda was in itself a difficult task. Pre- 
sident Junius J ayewardene first circulated 
ocument setting out 14 topics which he 
iggested could be a basis for drawing up 
ie. agenda. He did not say whose the 
'oposals were, but it was clear that they 
entified areas of possible discussion that 
ad emerged following contacts between 
iyewardene and leaders of the Tamil 
Inited Liberation Front (TULF). 

Indian Prime Minister Indira Gandhi's 
lecial envoy, Gopalaswami Parathasa- 
. had shuttled between the two sides. 

TULF also had meetings with Mrs 
andhi and Indian Foreign Minister P. V. 

arasimha Rao. It was obvious that India 
had the muscle to influence the Tamil 
party, many of whose leaders had been to 
























































-Colombo knew very well that New Delhi 






ie conference. 


c litical leaders c convene in nthe capital - 
to seek a solution to long-festering ethnic problems 


Sinhalese, Buddhist, Christian and Hindu - 


ference Hall on 10 January to try to work © 


P | 
"India since the riots, to attend the talks. 


would ensure the pue of the TULF at 


But there were other wrinkles to be 


ironed out. Whether former prime minis- . 


ter Sirimavo Bandaranaike's Sri Lanka 


- Freedom Party (SLFP) would attend was 


uncertain. Mrs Bandaranaike and her son, 
Anura, who now leads the parliamentary 
opposition, had generally indicated their 
desire for a settlement. But there was 
thinking within the SLFP that this might 
be an opportunity to bargain for the resto- 
ration of Mrs Bandaranaike's civic rights, 
taken away in.1980. In any event, the con- 
ference succeeded in persuading the SLEP 
to attend. : 


ut there were serious doubts as to 
whether the talks could make mean- 
ingful progress with racial and religious in- 
terests, even with the influential Buddhist 
clergy included among the participants. 
The argument in favour of broadening 
participation in search of a consensus was 
that if any interest was shut out, the con- 
sensus would not hold. 
While the conference was grappling 
with the agenda, the Tamil militants 


struck again. In a clear attempt to de- 





















| do will not cise. " he added: b: 
only strengthen our resolve to work out a 
- solution to the problem." | 


mittees to discuss: 


emerge from some of these topics is det 
able. Many experts feel that raking up gr 






‘It Me 
After four days of discussions, th - 


areas identified for discussic 
tions were due to submit: 


wished to be considered whent the die. 


ations opened. Conference sources saic 
the meeting was likely to split into com. 






nation of documents submitted earlier 
the grievances of the communities, mean: 
of people's participation of the politica 


process at all levels and the causes o 
ethnic violence. 






Whether | anything productive 


vances of communities, in particular, can 
be counter-productive. The TULF clearly 
is interested in the conference coming tc 
grips with the [4 specific proposals on the 
agenda; its principal objective is to secure 

a degree of regional autonomy for the 
Northern and Eastern provinces. 

While there is little doubt that the Tami 
party can win some of what it wants for the 
north, it is unlikely that the Eastern Pro 





JAPAN 


Out of the diplomatic bag 


Foreign Minister Abe will press for a higher profile in the — 
run-up to the ruling LDP's leadership election in November. 


By Hikaru Kerns 
Tokyo: Last year Prime Minister Yasu-- 


hiro Nakasone virtually personified Ja- 


panese foreign policy, but he will be 


forced this year to share policymaking 
with Foreign Minister Shintaro Abe, who 
aspires to be prime minister and will prob- 


ing this ambition, Abe will be more asser- 
tive and more visible than before. 


Last year Nakasone took over Japanese 
foreign policy and quickly improved the 


tone of relations with South Korea, the 
United States and some Asean countries. 
His special brand of diplomacy was to 
forge personal friendships with the leaders 
of key foreign countries and to advance 
Japan's status in the world so that it would 
be consulted on global issues. He was par- 


ticularly effective in creating a conducive 
atmosphere for handling disputes. 
But Nakasone's standing was damaged ` 


by the 18 December 1983 lower-house 






election in which the LDP suffered a huge 


| itiative — and Nakasone will be fight 


setback. Besides having to deal wi 


year was pee as 


sist Abe's wishes. 


that successful and well-public 










stronger opposition parties in the Diet 
parliament, Nakasone. will be trying! to e 


the LDP. He will also be: required to giv 


much ‘attention to. domestic muss nota 
ably challenge Nakasone in the Liberal | nistrative 

Democratic Party (LDP) presidential |o 
election in November. But even discount- P 
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ence in foreign "affairs as at, "Was tc 
Nakasone's political strength. By reliable 
accounts, Abe ‘now has the self-confi. 
dence to move actively and at his own in 
inj 
too many brushfires on other fronts to re 











Further, Nakasone once had high hope: 


; g "1 MAT T a | | ; 
vince, where there is a very big Muslim 


population and also a considerable 


number of Sinhalese, will agree to what’ 


the Muslims particularly call “Jaffna 
domination." The vast majority of 
Sinhalese will also go along with this point 
of view. In other areas, accord seems pos- 
sible, though the TULF appears to discern 
some political manoeuvring on the part of 
both Jayewardene's ruling United Na- 
tional Party (UNP) and the SLFP. 


na recent speech Mrs Bandaranaike said 

that her party would assist in finding a 
solution which, she added, would not be 
difficult if the talks were conducted in an 
honest and sincere manner. But she pre- 
dicted “catastrophe” if they failed. 
Jayewardene’s intentions in this regard 
are beyond question but he, like Mrs Ban- 
daranaike, will have to contend with ele- 
ments within his party whose commitment 
to end the conflict is not as strong as his 
own. 

Some observers believe that a different 
strategy could have helped the discussions 
ty go forward more quickly. “The propos- 
__ 3, as they are now, seem to be the maxi- 
‘mum the UNP thinks can be considered 
and the minimum the TULF will accept,” 
one source said. “It may have been a bet- 
ter tactic to have started from more ex- 
treme positions and give the participants a 
chance to work up to the present point.” 

The country’s leaders certainly under- 
stand very well that Mrs Gandhi is under 
great pressure from South India to inter- 
vene on behalf of the Sri Lankan Tamils. 


ct more visible than before. 


lomatic efforts would enhance his stature 
among domestic voters. This did not work 
in the 18 December election, but the tactic 
seems to have been taken up by Abe. It 
was recently announced that this year Abe 
will be holding special “people-to-people” 
events in various Japanese cities so that he 
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CUM C RER. 


a h a rai 
The e here of a large number of 
Tamils of comparatively recent Indian ori- 
gin aggravates the problem. Until now 
Mrs Gandhi has held to the principle that 
India will not interfere in the internal af- 
fairs of a neighbouring country. But a re- 
currence of the violence may well force 
her to change her stance. 

The TULF has been receptive to New 
Delhi's thinking and is unlikely to respond 
to extremist influence from Tamil Nadu. 
Colombo also is conscious of the Indian 
element in the equation and believes that 
if a reasonable settlement emerges from 
the talks, India will be better able to deal 
with the Jaffna militants finding a safe 
haven in Tamil Nadu. 

There is little doubt that the guerilla ac- 
tion which the Colombo government in- 
sists triggered the July violence has been 
able to survive as long as it has because of 
the proximity of India to Sri Lanka's 
northern tip. Getting across the Palk 
Strait when the heat is on in Sri Lanka has 
been easy for the leading militants. 

Jayewardene has said that any agree- 
ment reached at the talks will be placed 
before the country at a national referen- 
dum. It is probable that he will refuse to 
give in to extremists on either side and will 
strive to work out an agreement that he 
feels will be acceptable to the Sinhalese 
majority. The TULF, too, will be recep- 
tive to what it can regard as an honourable 
settlement. But extremists on both sides 
can endanger progress towards the con- 
sensus the national interest urgently de- 
mands. 


can explain his foreign policy to domestic 
audiences. 

One of the first things Abe did upon his 
reappointment as foreign minister in De- 
cember was to schedule a visit to the US 
on 26 January. Although Nakasone's dip- 
lomatic style depends to a great extent on 
his own presence and power, Abe will be 
trying to pick up the threads of relations 
that Nakasone established. 

Abe has already expressed his desire to 
meet Asean and European leaders, and 
there are also reports he is planning to 
make a visit to Central and South 
America. In his visit to the US this month, 
he may be able to pay a courtesy call on 
President Ronald Reagan, in addition to 
having extensive discussions with Secre- 
tary of State George Shultz and other 
high-ranking US officials. 

The substance of Japanese foreign po- 
licy may change perceptibly under Abe's 
influence. While reaffirming that the US- 
Japan relationship remains the foundation 
of Japanese foreign policy, Abe intends to 
raise Japan's voice as an independent 
power in addressing global issues of great- 
er scope. Some close observers say Abe is 
eager to carve a role for Japan as a 
peacemaker in the Middle East and in nu- 
clear disarmament talks, as a substitute 
for influence obtained by a military build- 
up, giving Japan the significant voice a 
major power ought to have in interna- 
tional affairs. 
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he main resolution at the annual con- 
ference last December of Sri Lanka's 
ruling United National Party (UNP) read: 
= "The UNP, which was founded on 6 Sep- 
tember 1946 on the broad-based principle 
of eschewing communal and religious dif- 
ferences, has ruled Sri Lanka for 20 of the 
. 35 years since independence. : 
"The constant principle of our party has 
been to avoid thinking in terms of race, re- 
ligion or caste, and give equal rights and 
privileges to every citizen . . . We request 
all party branches, youth and women's 
leagues, trade unions and student unions 
.to take strong steps towards building a 
united nation, and peace and prosperity." 
The motion was proposed by Industries 
Minister Cyril Mathew, the most consis- 
tent and uncompromising champion of 
majority Sinhalese rights. The seconder 
was Home Minister K. W. Devanayagam, 
the party's most senior Tamil member. 
-Fhe resolution thus seemed to represent a 
. clear-cut commitment from both sides of 
.the racial fence to eradicate the problems 
¿which sparked last year's communal vio- 
ence. | 
It ds significant, however, that De- 
vanayagam represents a constituency in 
he Eastern Province, which, though it has 
a large Tamil community, is not a Tamil 
majority area. The Northern Province, on 
the other hand, is almost 100% Tamil, and 
Jaffna, its capital, is the traditional home 
of Tamil culture and the centre of Tamil 
nationalism in Sri Lanka. 
However, neither the UNP © nor 
Sirimavo Bandaranaike’s opposition Sri 
nka Freedom Party have a single MP 
epresenting the Northern Province. All 
ts MPs represent the secessionist Tamil 
d Liberation Front (TULF). This is 
neasure of the great divide between the 
O sides and the appalling difficulty of 
dging it. 
‘further measure of those difficulties 
ame in the debate accompanying the con- 
erence resolution. Mathew told the con- 
‘rence he was opposed to the TULF be- 
€ it was “not a political party but a 
munal organisation that supports ter- 
orism." The history of Sri Lanka, he 
ded, was the history of the Sinhalese, 
id nothing else." His resolution to the 
ial question was "to settle Sinhalese, 
ils and. Muslims. in all. parts of the 
itry On a system of proportional rep- 
tation.” B ^ 
s this sort of polarisation and distrust 
h, running through the whole tragic 
tory of the Tamil issue; now permits the 
past to hold the future hostage. And it 
S in these singularly unpropitious cir- 
cumstances of lost opportunities and 
lately renewed enmities that President 
Junius Jayewardene embarked on the 
10-20 January all-party conference as the 








nd hostage 


Other newspapers to replace the formerly 


dangerous task of trying to defuse tensions 
and pull the country back from the brink. 

To suggest that Jayewardene's self-im- 
posed endeavour may require him to dis- 
mantle the intricate, centuries-old 
mechanism of distrust could. seem fanci- 
ful. In fact, it is depressingly close to the 


truth. Separate identities have been sus- 


tained and fortified by deep antagonisms 
and wildly contested facts which extend 
over two millenia and more... TA 
The island's pre-colonial (16th century) 
history was so persistently punctuated by 
South Indian — Tamil — incursions which 
often decided the rise and fall of Sinhalese 
kingdoms that the Sinhalese mind is cram- 
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med with atavistic fears. So before he goes 
into polemical battle, the Sinhalese com- 
batant — be he politician, teacher or 
trader — reaches for the Mahavamsa, the 
great Pali chronicles written over cen- 





turies by Buddhist scholar-monks, and | 


now the repository of all that is Sinhalese. 
"For the Sinhalese," wrote E. F. C. 


Ludowyk, the first Sri Lankan to be pro- 


fessor of English at Ceylon University, 


"the legend provides the story of a tribe | 


miraculously descended from the union of 
a lion and a princess . . . the peopie of the 
Lion race, who — banished for their mis- 
conduct from the Indian mainland — fled 
over the seas and. 
Ceylon. 





‘As in the shah's Iran, suppressed S 


dissent has found refuge in an 
impregnable forum, the temple, 
and an articulate spokesman 
whom nobody dares touch, the 
monk.* — | 





a totemistic tribe a special significance and 
endowed it with the qualities of divine 
election. . . Inthe Sinhalese legend, as the 


Buddha lay dying .. . he foresaw that the | 


Sinhalese prince, Vijaya, would arrive in 
Ceylon. He 
people and the island they were to inhabit 
to the special protection of Sakka, king of 
the gods, for there the religion of the 
Buddha would be established 
flourish.” : s 

Thus it is that, though not all Sinhalese 
are Buddhists — many are Christians — 
the term "Sinhalese-Buddhist" has quietly 
and predictably infiltrated the Sinhala- 
language press, and to a lesser degree, the 


set up a kingdom in | 


"Buddhist legend gave the migration of | 





therefore entrusted. the 


and | 








usual “Sinhalese.” In a period of special. 
stress, numbers are sacrificed in theine 
terests of a more rigorous exclusivity in. 
self-identification. | 
As well as having this feeling of being a 
"chosen people" many Sinhalese are 
deeply affected by a myth which goes to 
the heart of the conflict with the Tamils. 
This is the story of the best-loved warrior 
prince of the Sinhalese, Prince 
Dutugemunu, who marched with 10 pala- 
dins and a hastily gathered people's army 
to confront the Tamil King Elara. He de- 
feated Elara in single combat and set up 
the Anuradhapura Sinhalese kingdom. 
Each fresh confrontation and every vio- 
lent eruption becomes an instant invita- 
tion to an overpowering onrush of self-- 
righteous recidivism, against which reas 
can only erect the feeblest defence 
Nonetheless, not all members of the lib- 
eral intelligentsia, mainly English-edu-* 
cated Sinhalese, are swept away by the 
tidal wave of tribal loyalty and militancy. 











peaking on the “nature of aggression," 

# a Sinhalese consultant toone of the is- 
land's leading government hospitals told a 
distinguished audience that two myths 
have contributed to the present discon- 
tent. The first had to do with race and ra- 
cial origins; the second with the 
Dutugemunu-Elara battle. Patriotism, he 
Observed, was a composite manifestation 


«of Christian . 
gly beneficial 
fact, discriminatory 
'ducation, and 
Ocedures. in the 
ublic administra- 





turned Buddhism into a counter-weapon, 
resulting in the politicisation of the reli- 
The British have lo 











lisquieting conviction that the 
ninorities, Tamil as well as Christian, 
vere the pampered children of a crafty 
‘divide and rule” colonial policy has re- 
nained. So have the scars on the 
sinhalese-Buddhist psyche. The limited 
lelivery capabilities of a post-indepen- 
lence political system increasingly grip- 
yed by chronic Third World economic 
yressures have failed to erase those scars 
»y fulfilling rising aspirations of social and 
"conomic advancement. 

Thus, the questions posed by an earlier 
CRD report offer a surer guide to under- 
standing the ethnic tensions which now 
hreaten the Sri Lankan polity: 

» Why is there a popular impression that 
Tamils have an unduly high share of state- 
sector jobs? 

» Would this position be changed by 
:thnic quotas? 

- How do the communities stand in rela- 


1 to employment in general? 
Bv: is the position in respect of in- 


‘ome levels? 

- Do Tamils gain admission to univer- 
sities in numbers far in excess of their 
»opulation ratio? 

» Why should Tamil students fare better 
n the competition to get into certain “co- 
veted" university faculties? 

» What of the allegation that Tamil 
examiners cheat? 

» Are the sources of credit for business 
controlled by Tamil interests? 

» What explains the fact that trade and 
business have been one of the main av- 
enues of Tamil social advancement? 

The CRD received a spirited reply from 
a former member of the Sri Lankan and 
nternational civil service, a Sinhalese. 
Welcoming the report as a "catalyst" and 
appreciating its effort in “a laudable and 
necessary cause to redress the balance in 
favour of the Tamils,” the rejoinder 
makes the basic point that it is the “rural 

»or of both communities" which consti- 
ie the most disadvantaged group. 

But if this is true, the killers, the ar- 
sonists and the looters did not rise from 
the ranks of the most disadvantaged. It 
was Colombo that was burning on 23 July 
1983. The fires spread to other towns and 
distant bazaars later. The social complex- 
ion of the marauding mobs was markedly 
urban — not only such marginal metropo- 
litan groups as shanty dwellers, but strong- 
arm brigades and “rapid-deployment 
forces” which recently emerged under po- 
litical patronage and semi-educated youths 
tantalised by a new cult of violence and 
captivated by newly acquired life-styles. . 

The tourist cautiously returning for 
another “taste of paradise" (the somewhat 
tattered slogan of national flag-carrier 
Air Lanka) finds to his delight that the 
rural countryside ‘still wears a sweet 
serenity. But Colombo, the more politi- 
cally conscious and commercialised south- 
western coastal belt, and the island's prin- 
cipal towns continue to be centres of 
mounting discontent. Six years of soaring 
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consumer prices, rents and transport fares 
have steadily made poorer the urban 
salariat, which includes a  bloated 
bureaucracy, the corporation executive 
class and the mid-level professional. 

The Sinhalese traders and businessmen 
have joined the disaffected for other 
reasons. Indian dominance of the 
wholesale trade has been a traditional 
source of Sinhalese hostility and the In- 
dian business community was as much a 
target of envy in Sri Lanka as in some 
African countries. Unable to look to a 
solution such as Uganda's deportation 
programme, the local trader and a nascent 
national bourgeoisie have relied on the 
state for protective intervention. 


nder the "state capitalism" of Mrs 
Bandaranaike and her late husband 
Solomon Bandaranaike, a new merchant 
class was attentively nurtured. Now 
Jayewardene's so-called open economy 
has allowed the Indian and Tamil indus- 


Burned-out Tamil shops: a matter of enwy. 


trialist to bounce back, often as the hand- 
picked collaborator of foreign investors 
because of their overseas contacts and bet- 
ter access to capital and credit. Their 
Sinhalese rivals' perception is that the In- 
dians and Tamils have not been dislodged 
after all from the commanding heights of 
the economy's private sector. 

In 1977, the World Bank, the Interna- 
tional Monetary Fund and the United 
States administration greeted Sri Lanka as 
a potential Third World showcase. At a 
free and fair election, a mature consti- 
tuency had rejected an étatist regime and 
voted overwhelmingly for a party that 
stood for private enterprise and for open- 
ing the door to foreign capital. The is- 
land's human-rights record was clean by 
Third World standards; its non-aligned 
credentials were impeccabie; the popula- 
tion of 15 million was manageable, and the 
infrastructure quite adequate. 

But now, just as the World Bank and 
IMF are urging the removal of even those 





SHOSUKE TAKEUCHI 


controls and subsidies which have been re- 
tained, the question of whether the new 
economic strategy has in fact exacerbated 
old conflicts presents unexpected dilem- 
mas for both policymakers and their 
foreign advisers and patrons. 

Ordinarily, the urban Sinhalese upper 
middle class could hardly offer any serious 
challenge to a government led by a presi- 
dent who won a second term in October 
1982 and then postponed elections for six 
years through a national referendum. 
From 1977 onwards, the regime has very 
effectively dealt with all its opponents — 
Mrs Bandaranaike has been deprived of 
her civic rights, the Left is fatally frag- 
mented: the trade unions demoralised and 
cowed, the students and radical intel- 
ligentsia battered into submission. 

But, as in the shah’s Iran, suppressed 
dissent has found refuge in an impregna- 
ble forum, the temple, and an articulate 
spokesman whom nobody dares touch, the 
monk. Having co-opted the clergy, can 

militant Sinhalese-Buddhism 

rely on support from the armed 
services, too? 

Frustrated Tamil regional- 
ism-nationalism raised the 
separatist banner. But, how- 
ever successful it was as an 
election slogan, the separatist 
gesture was largely rhetorical, 

` and the “Liberation Front” 
label adopted by the party 
had a touch of bravado. But 

a new generation of Tamil radi- 

cals took to the gun and the ex- 

pertly planned ambush of 22 

July 1983 in which 13 Sinhalese 

soldiers died, cannot be read as 

anything but a clear military 
challenge. 

Having swept to power on an 
emotional tide of Sinhalese- 
Buddhist | revivalism, Ban- 
daranaike made a deal with the 
Tamils. The pact promised 

them regional councils. Jayewardene, 
then the UNP's No. 2, launched a march 
from Colombo to the Sacred Temple of 
the Tooth in Kandy to denounce Ban- 
daranaike as a traitor. Riots broke out. 
Bandaranaike scuttled the pact. and 
ducked for cover. It did not save him from 
a monk’s bullet 18 months later. 

In 1966, it was Mrs Bandaranaike's turn 
to repeat history. Dressed all in white, the 
Buddhist Boadicea hit the vengeance trail 
against a bill to introduce district councils, 
part of a UNP agreement with the Tamils. 
Police opened fire and it was a monk this 
time who died. The UNP abandoned the 
agreement as quickly as her late husband 
had abrogated his. 

Now regional councils are coming up 
for air for the third (and last?) time. All 
the political parties are discussing the 
proposal, a shrewd Jayewardene move to 
gain endorsement from a national consen- 
sus. But has political power already slip- 
ped out of the hands of the politicians? KJ 


23 





T DI" FUTT 
"RETEPETUCERUENVU ETT 
| " ' "OR E | 





AUT 
*i rr c 


r 


— aes 
+ 


APSA 


d 


E 


FEN, 


bed M 


Å‘ 5 
T 


z r 
wt fl 
a, 





H 
^ 


= 
3 


RC AED dft Ak ms 
` T * B m w. v 4 1 4 
= " ` Y EAS 





oi L 
^" T: — 
v. è 
s 


DIPLOMACY 


e 7 € e 
T..ey're going stea.;y 
Zhao and Reagan avoid friction and play up Sino-US 
cooperation while taking care not to annoy the Soviets 


By Richard Nations 


Washington: Chinese Premier Zhao 
Ziyang and United States President 
Ronald Reagan — perhaps the least prob- 
able duet on the international stage — 
have restored the bloom to Sino-US rela- 
tions with a diplomatic performance of 
surprising charm. 

Nothing new came out of Zhao's four- 
day official visit to Washington, but in a 
sense the relationship itself is renewed. 
All the familiar discordant notes — 
Taiwan, strategic cooperation, anti- 
hegemonism and so on — this time were 
played in harmony, yet without either side 
altering the dominant key of its sharply 
contrasting policies. 

Taiwan promised to be vexatious once 
again, not because the Chinese want 
something new out of Reagan, but for fear 
that they could be boobytrapped — as in 
1980 — by another explosion of pro- 
Taiwan rhetoric as this year's US presi- 
dential campaign gets under way. The 
alarm sounded last month in Peking when 
the Senate Foreign Relations Committee 
passed a resolution supporting self-deter- 
mination for Taiwan, and Reagan himself 
referred to an alliance with Taiwan — de- - 
scribing it as the Republic of China — in 
an interview with high-school students. 

But a number of things reassured Zhao 
that the Taiwan question was under con- 
trol: 
> In their personal talks Reagan and 
Zhao agreed to abide by the 17 August 
1982 Taiwan communique to manage the 
issue, in effect resorting to the arrange- 
ment reached at the time of normalisation 
in 1979 not to allow Taiwan to stand in the 
way of developing a wider relationship. 

» The pro-Taiwan conservatives were un- 
able to make any political capital out of 
the Zhao visit, and instead were forced to 
concede, like Taipei, that Reagan man- 
aged to entertain the Chinese leader with- 
out giving away any more of the island's 
claim to sovereignty. 

» Zhao's talks with congressional leaders 
reassured him that the underlying senti- 
ment on Capitol Hill favours Peking. Se- 
nate majority leader Howard Baker as- 
sured Zhao that Senate Resolution 74 — a 
liberal initative championing the human- 
rights cause of self-determination for 
Taiwan — would not pass a full vote, as- 
suring the premier that not all Taiwan 
politics in Washington is evidence of a 
"two-Chinas" conspiracy. 

Both Reagan and Zhao finessed the 
public-relations side of the Taiwan issue 
smoothly. When the two shared the spot- 
light in the American media, Taiwan was 
not mentioned. Zhao waited until the ban- 
quet toast — too late for the American 
press deadlines but covered in full in China 


to protect himself against charges of a sell- 
out and to spell out the party line on 
Taiwan. 

Strategic relations provided another un- 
expectedly consonant chord. Zhao set the 
tone before arriving in Washington by re- 
wording China's *anti-hegemony" formu- 
lation to draw a clear distinction between 
Moscow and Washington. “Ours is not a 
policy of equidistance," Zhao told The 
Washington Post. This came in answer to 
complaints from the Reagan administra- 
tion that China's rhetoric, implying an 
equivalence between the Soviet Union 



























Anti-Zhao demo: Reagan was friendlier. 


and US as hegemonist superpowers, 
undermined ^ political support for 
Reagan's China policy with his conserva- 
tive constituency at home. 


Rcs reciprocated by bowing to 
China's national pride to underline the 
principles of mutual respect and equality 
governing Sino-US relations. *In the past 
few years," Reagan said in welcoming 
Zhao, "each of our countries has tried to 
help the other build a better life." Admin- 
istration officials also went out of their 
way to endorse China's non-aligned 
foreign policy. 

"China is not an ally and we are not 
seeking an alliance," a senior official told 
the press. *We recognise very clearly the 
strong emphasis China puts on indepen- 
dence and non-alignment . . . on a number 
of issues we will differ." Not surprisingly 
these words got wide coverage in China. 

Neither denied the strategic dimension 
of Sino-US relations, though each stressed 
that economic — rather than military — 
cooperation would best promote world 
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peace and stability. This confirms t 
in China policy brought about b 
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y Secret- 
ary of State George Shultz, who prefers to 
align the Reagan administration with 
China's economic modernisation rather 
than pursue the line of his predecessor, 
Alexander Haig, of drawing Peking into a 
global anti-Soviet coalition. 

Haig's approach unnerved Washing- 
ton's non-communist friends in Asia, 
who are always wary of Sino-US military 
cooperation, even when transparently 
symbolic. But the softer tone of the 
Zhao visit appears hardly to have dis- 
turbed even Moscow. By developing 
economic ties, the official Soviet news- 
agency Tass commented, *the Reagan ad- 
ministration is striving . . . to stimulate 
trends beneficial to the West in the PRC" 
— neither a very disturbing nor even a 
profound observation. However unhappy 
Moscow must be to see the Chinese patch 
it up with Reagan — and this can only 
benefit China in the next round of Sino- 
Soviet normalisation talks —- Zhao left lit- 
tle room for complaint. 

The trip has not el 
solved the fundamen 
contradictions in Sino- 
US relations, but once 
again postpones them. 
However, China is now 
well positioned for 
another four years of 
Reagan, while Reagan 
himself is assured of a 
warm welcome in Peking 
in April, an ideal launch- 
ing pad for his re-elec- 
tion campaign. 

Zhao's Washington 
performance must also 
have reinforced his 
standing as successor to 
elder statesman Deng 
Xiaoping. Party General 
Secretary Hu Yaobang’s 
visit to Japan in De- 
cember was. also seen 
widely as a success, but 
US opinion is far more complex and vol: 
tile than that of the Japanese. 

Finally, deflating much of the over- 
blown rhetoric of Sino-American strategic 
cooperation, clears the ground for con- 
crete cooperation for managing interna- 
tional relations where the two countries’ 
interests genuinely converge. On Korea, 
arms control and nuclear non-prolifera- 
tion, the summit talks apparently went 
beyond the standard platitudes. Although 
Washington and Peking share common 
objectives in the suspended intermediate 
nuclear forces talks in Geneva, the 
Chinese prefer to discuss these with third 
parties such as Japan. 

Now at least the two are talking directly 
about arms control, a development which 
could have implications for nuclear poli- 
tics in Asia in the future. Zhao also spelled 
out a more comprehensive statement on 
China's nuclear policy in a banquet toast 
which Washington hopes will advance its 
efforts to limit Chinese transfers of nu- 
clear technology to third countries such as 
Pakistan and North Korea (page 49). I 
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An the best is in the 
Peugeot 505. As one of 
the earliest manufacturers of 
Automobiles, Peugeot spent 


years in research and develop- 


ment ...... producing depend- 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful 
cars. 
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reveal that the 
he process of giving 


assembled 7 „000 experts in 
| Un “eld technology in Iowa, in the 
;  mid-wi st of the United States, of all 
| places. There, from 17 December to 6 
anuary, they were busy collectively 
reating "a Strong influence of coher- 
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2 bonn. maintaining law 
| ando order and rendering administration 
“simple, effective and free from prob- 
: “Jems, and free from elements of fear and 
. punishment." 
.. These glad tidings of great joy must 
have come as something of a surprise to 
. the victims of the Irish Republican Army 
bomb which exploded in London on 17 
December 1983 — the very day those in 
Iowa began to intertwine their positive 
forces. Since then it will have been 
. greeted with equal incredulity by people 
-from Lebanon to El Salvador. 
- €. BUT I fear I have bad news for the 
Maharishi: he has competition. ] have 
recently received a letter from an organi- 
sation calling itself Growth Organisa- 
tional Dynamics. Enclosing two book- 
lets on “The M.A.S.T.E.R. Strategy; 
DYNAMIC WISDOM TECHNOL- 
Y,” the letter stated: “We will be as- 
sured that your publications will increase 
in circulaTION IF YOU WILL DO AN 
EDITORIAL OR AN ARTICLE ON 
"THE Nobel Prize Economics presented 
. therein which reverses World Recession 
-and helps World Economies Grow by a 
Minimum of 25% (and even more). ” 
What editor worth his salt could refuse 
-such an offer? 
is difficult to convey the sublime 
. dottiness of the two enclosed brochures 
which is a mixture of multi-religious, 
. mythological, economic and military 
` quackery. They betray an obsession with 
“acronyms: the initial letters of the or- 
 ganisation standing for GOD, while 
MASTER is Management Advanced 
Systems Technology for Enterprise Re- 
. vitalisation. A'dynamic "add-on effect" 
is the Divine Law of Growth (or GOLD 
spelled backwards). 
THE originator of all this is SLC (the 
reme Lord of Creation), otherwise 



























f Utopia to all man- 


as Swanee Heng or, more prop- | 


'83) I described a curious conversation I | Av; 
. had with an unusual caller at the REVIEW | 

|. office who turned out to be an enthusias- 
į- tic puo of the. Maharishi coo 
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e "Buddha Maitreya Kalki 
X IL Lohengrin, Swanee 
/att, Supreme Lord of the 
| _B/ATMAN- EE (COSMIC 
RR)"  Batman-ee? Yes 
Buddha, A vatafa, Tathagata, Maverick, 
solute, Nobility, Enlightener and 
‘he Sas at the end presumably 
g to do with the SLC's 
er, Queen SAS (Queen Sng Ai 
Sock) who judging by her photograph i is 
a bespectacled lady of Chinese descen: 
who luxuriates in the fuller title of “7 
Magnificence of Buddha Avatara Queen 
SAS Infinita Al-Di-La, the Supreme | 
Mother of Creation." The SAS initials 











Universe, 
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lead to another fantasy — a connection 


with Britain's Special Air Service and so 
to the Queen- -deity's motto, "Who 
Dares Wins." 


Why is SLC himself Mark H? “I am 


known as MK Il because it is an im- 


proved model of God." He is also a mas- 
ter spy, known as MK II 007: "My exist- 
ence on Earth as a Maverick is a Surprise 
to the Gods in Heaven . . . The surprise is 
I am able to attain the Qualification of 
the Shy Batman . . . able to do the work 
of God who needs Supreme powersto do | 
his work efficiently as a common man so 
merged with his creation that you will 


not know he is there on earth because he 


comes as a Secret Agent to test his Crea- | 
tion as MK H 007." 

@ THE organisation boasts a whole 
pantheon of other gods and lesser di- | 
vines, ranging from the Supreme Lord of 


Harmonious Development to someone 
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in charge of comics and cartoons who 
holds the Small Fry Command (he is on 
the same level in the chain of command 


as Jesus, described as an. impostor any- 
way). I will not confuse readers with 


further details except to report that the 
lesser gods are ranked from one that is in 
Heaven, who is a One-Star God/Gen- 
eral, toa World-Honoured Buddha, who 
is a Nine-Star God/General. 

@ DESPITE all this divinity, there are 
some touchingly human notes in the two 
booklets, One is dedicated “To Mom & 
Dad and to Fellow Gods in Heaven — 
the Buddha Avataras." [t is quite a 
shock to realise that "Mom" is also "the 
Mother of Creation — TAO/AVDi-La." 
The second book is also dedicated to 
Mom and Dad (alias Mr and Mrs SAS 
Heng Peng Hoe), plus "My wives — 
Princesses M.etta, Lisa Marilyn, Jac- 
kie," to “Queens Infinita-Bianca LC- 
Lois, Aida & Durga (ABCD)" as well as 
to the Buddha-Avataras. This dedica- 
tion is followed by the words of the SAS 
theme, With a Song in my Heart (yes, 
that's right, the number that goes on "1 


behold your adorable face"). Why not 


Way Down Upon the Swanee River? 

e THE SLC's new pantheon scores 
over the Maharishi because the latter 
promises only happiness and self-fulfil- 
ment, plus the odd party trick like levita- 
tion,. of course. But SLC is far t more 
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_late further production of US 00 bil- © 


| USS7,500 billion. 


-the billions of dollars to roll in. 


wildly. if vou embrace his doctrines. 
he promises untold wealth. The eco- 
nomic theory behind this is surprising- 
lv unoriginal. Basically SLC is i 
favour of good; by doing good 
good (“Love + Love? = Love’ | 
Thus, "suckership" is tobe avoided. that 
is, "making a sucker out of others hy 
charging high prices and being the Great 
‘Sucker’ when you yourself have to pay 
more in an Inflationary Economy as the 
Karma rebounds." This leads tc 
Spiritual Law of Groy 
which is synonymous 
cally it seems to mean ti 
should be reduced by 20 in a 
JS$6,000 billion economy like. that of 
the United States this would. m 
US$1,200 billion in spare c. 













lion (at the 20% discount). meaning. g 
gross domestic product growth 16 


But why, the SLC continues with in- 
exorable logic, leave it at a 2096 dis. 
count? Here we come to another SAS 
acronym — the Standard Appreciation 
of Sacrifice — with monthly discounts of 
99%. "The profit margin remains the ^ 
same because price of sales as well as 
costs are both reduced at the same time , 

. Then one cent can be used as $1, or $1 
used to buy $100 worth of goods, thus |. 
| the value of your currency increases by 
100 times | 
e BRILLI ANT! At least SLC thinks it - 
brilliant. He reckons the idea is worth a 
cool US$700 billion. But “it is yours for 
only US$007 billion," because “a 99% 
discount is gr aciously given as an intro- 
ductory offer for all nations.” How- 
ever, “developing countries are allowed 
a concessionary price to be negotiated 
| between the Head of State and the 
| Buddha Avatara.” 

While the SLC, the Buddha Meitreya 
Kalki Avatara MK H Lohengrin, 
Swanee Heng Kai Watt, Supreme Lord 
of the Universe, B/ATMAN-EE (COS- 
| MIC. SAVIOR) sits in his Supreme 
Headquarters in Singapore waiting for 
the 
thought must have struck him that 
perhaps everyone will not immediately 
recognise his divinity. But he has an ans- 
wer for that: “If lam not God, How is it 
that I can save the USA (& World) from 
the poverty of Recession & Unemplov- 
ment, and also increase the wealth of 
that country by $1,500 billion pet 
annum?" 

How indeed? 1 must apologise to cur 
readers for not including these bl linding 
insights in the REVIEW's investment fea- 
ture Where to Put Your Money in 1984 
(REVIEW, 12 Jan.), If we had, by now 
everybody would be singing, “Swanee, 
how Iove you, How I love you, My dear 
old Swanee...” 
€ AND a prosperous Year of the Rat to 
you — or, as one reader put it, Merry 
Christmouse. 
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Oil-state Brunei steps out from British protection to join the world 





By V. G. Kulkarni 


More than 24 years 
after Brunei got its 
own constitution and 
self-rule, the sulta- 
nate has broken its 
last tie to Britain, 
which had protected 
Brunei since the late 
19th century. From 
the New Year, 
Brunei became the world's 169th 
sovereign state and a week later became 
Asean's sixth member. 

Very few emerging nations have had 
such a long gestation period prior to 
sovereignty. Brunei's imperatives for this 
deliberately slow march towards nation- 
hood have been its small size — only 5,765 
sq. kms and a population of about 200,000 
— and its fabulous riches in a part of the 
world which is over-populated and largely 
underdeveloped. In yet another contrast 
with its neighbours, who boast varying de- 
grees of participatory politics, Brunei is an 
absolute monarchy. 

Now that its ruler, Sultan Sir Muda Has- 
sanal Bolkiah, has taken the sultanate's 
destiny in his own hands, he faces the same 
problems confronting many other nations: 
external security as well as internal stability; 
relations with neighbours in the region, 
and management of natural resources. 

As a first step towards full indepen- 
dence — some say as almost a pre-condi- 
tion — Brunei negotiated successfully 
with London last September for the con- 
tinued stationing of a 1,000-strong battal- 
ion of British Gurkha troops to protect the 
kingdom's oilfields, the source of virtually 
all Brunei's wealth. The Gurkhas last saw 
action in Brunei in 1962, when they quel- 
led an internal rebellion against the sul- 
tan. Since then, London has kept the 
Gurkha battalion in Brunei, but the sulta- 
nate has paid its maintenance costs. 

Since the 1960s, the sultanate has also 
been building up its own forces — the 
Royal Brunei Malay Regiment, now re- 
named the Royal Brunei Armed Forces 
(RBAF). This 3,200-man force comprises 
two army battalions, a naval arm and an 
air wing. For its size, it could be one of the 
best-equipped forces in the region. Its ar- 
senal boasts 12 Scorpion tanks, a battery 
of field artillery and a battery of Rapier 
surface-to-air missiles. In addition it has 
six fast patrol craft, equipped with French- 
made Exocet missiles, and Bell helicopter 
gunships. The RBAF is expected to cost 
Brunei's exchequer B$340 million 
(US$159.1 million) this year, one of the 
costliest items in the nation's budget. 

Brunei also has a 900-man force called 





Young, rich and eligible 


the Gurkha Reserve Unit comprising 
former Gurkha soldiers. Recruited inde- 
pendently by the sultan and led by former 
British officers, this unit is solely responsi- 
ble for guarding the royal palaces and 
major government installations. Yet 
another military presence is that of the 
Singapore Armed Forces, which runs a 
jungle training camp for its servicemen in 
Brunei's Temburong district. While the 
5-600 Singaporean conscripts and the 
British Gurkha battalion will technically 
have no role in any civil disturbance, their 
very presence could well act as a deterrent. 





Although the text of the September 
agreement, signed by the sultan and 
British Minister of State in the Foreign 


and Commonwealth Office Richard 
Luce has not been made public, the 
REVIEW has learned that the agreement is 
open-ended, with the future of the British 
Gurkhas to be reviewed after five years if 
either party so desires. As the review is 
not mandatory, diplomatic sources as- 
sume British protection to Brunei may 
extend well into the 1990s. The possibility 
of the sultanate forming its own Gurkha 
battalion with British help also cannot be 
ruled out. 


Aa vital aspect of national security 
is the forging of friendly relations with 
other countries, and Brunei has moved re- 
latively swiftly in this area, The sultanate, 
which had been represented by London in 
the Commonwealth, will take its own seat 
in that group this year. It has long had mis- 
sions — recently upgraded to high com- 





missions and embassies — in all Asean 
capitals and London. Officials also have 
hinted at new embassies in Cairo, Jeddah 
and Washington, with the Washington 
embassy doubling as Brunei's mission to 
the United Nations. Plans are under way 
for Brunei to join the Islamic Conference 
Organisation and Opec. 

So far, the foreign missions in Brunei's 
capital, Bandar Seri Begawan, include 
those of the Asean countries, Britain, the 
United States, Australia, Japan and South 
Korea. Many other countries have accre- 
dited their envoys in Singapore ~ 
Malaysia to Brunei. China, the Sov 
Union and Vietnam recognised Brunei 
early this month, but ties with communis! 
countries are likely to develop slowly, if at 
all, because Islamic Brunei fears com: 
munism. Although the Foreign Ministry’: 
budget has been doubled this year, ar 
acute shortage of qualified personne 
limits Brunei's expansion on the diploma: 
tic front. 

Brunei’s foreign policy, despite the 
British defence link, will be shaped mainh 
by its relations with its Asean neighbours 
The sultanate has no problems with thi 
Philippines and Thailand. Part of what i: 
today the Philippines belonged to the Sul 
tanate of Brunei at the pinnacle of its glor! 
in the early 16th century. But the Spanisl 
conquest of the Philippines and its late 
takeover by the US pulled Manila into : 
different colonial orbit. Thailand, lyin; 
across the South China Sea, is a more dis 
tant neighbour, linked to Brunei by pro 
viding about 90% of the sultanate's ric 

Malaysia and Indonesia — Brunc. 
nearest neighbours — are tied mort 
closely to the sultanate through the tradi 
tional links of a common religion, lan 
guage and ethnic origins. But the role 
played by Kuala Lumpur and Jakarta ii 
and after the 1962 rebellion against th 
sultanate still rankle. Brunei’s rejection a 
a member of the Malaysian federation i) 
1963 and Singapore’s ousting from th 
federation in 1965 have given these twi 
countries a common cause for forgin 
close links. As the two smallest countrie 
in non-communist Southeast Asia, Sing: 
pore and Brunei have been wary of thei 
giant neighbours, Indonesia an 
Malaysia. 

Brunei and Singapore also cooperat 
economically. Brunei floats on oil and gas 
but lacks skilled manpower, while the on! 
resource Singapore has is its highly skille 
population. Singapore’s businessme 
have close ties with the Chinese in Brune 
who dominate the private sector. In add 
tion, the Brunei Government and th 
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oyal family have large investments in Sin- 
lapore's free-market economy. Singa- 
yore, which is the sultanate's largest 
Asean trading partner, is also the second- 
argest exporter to Brunei after Japan — 
'utdistancing the US and Britain, which 
rail behind in third and fourth place, re- 
pectively. Singapore's trading success 
vith Brunei has been the envy of 
Aalaysia, which in recent years has made 
ttempts to get a slice of the cake. The 
srunei currency is at par with the Singa- 
ore dollar, and thus the Brunei au- 
horities have a mutual interest with Sin- 
apore in keeping it strong and stable 
gainst third currencies. Brunei can influ- 
nce the stability of the Singapore dollar 
yy altering the percentage of the massive 
eserves it holds in Singapore dollars as 
ompared with US dollars, yen and other 
urrencies. . 

Singapore's Prime Minister Lee Kuan 

w is known to be on friendly terms with 





e sultan and the sultan's father, and Sin- 
ipore has played an advisory or training 
le in most areas of Brunei's administra- 
on, including the police force Special 
ranch. Brunei and Singapore naval ships 
gularly conduct joint exercises. 

The advantages of better political and 
onomic relations with Brunei are sure to 
ur keen competition among the Asean 
embers. A hint of such a race, and its po- 
ntial pitfalls, came in Malaysia's New 
raits Times, which usually reflects offi- 
al opinion. Welcoming the sixth member 
Asean and the potential for further re- 
»nal cooperation, the daily newspaper 
irned in an editorial on 9 January: 
lonetheless a word of caution is in 
der. It would not do for any of the pre- 
isting Asean members to try to per- 
ade the new member that its interests 
e specifically closer to one particular 
ite. All Asean states are in it together. 
ntrifugal tendencies at this stage of its 
ssean's] life will be detrimental." 
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It was clear that the warning was aimed 
primarily at Singapore because of its close 
ties to the sultanate. Brunei has sought 
security in the fold of the regional group- 
ing, and the goodwill of all Asean mem- 
bers is vital in this respect. Therefore, it 
will have to tread very carefully to avoid 


intra-Asean jealousy. 
B: major problems are at home: 
maintaining internal harmony and di- 
versifying into a non-oil economy. The 
Malays and other indigenous races, who 
form about two-thirds of the population. 
are generally well cared for — living off 
the oil boom, with most of them on the 
government's payroll. The task of the gov- 
ernment is to goad them into more diverse 
and productive enterprises. 

The Chinese population has bigger 
problems. According to the latest govern- 
ment statistics available, there were 
40,784 Chinese in Brunei by mid-1982. 


^». 


However, unofficial sources put the 
Chinese strength at close to 60,000, or 
about 3096 of the total population. But 
nine out of 10 Chinese are non-citizens. 
Brunei passed a law in 1961 allowing non- 
citizens — meaning Chinese — to become 
the sultan's subjects if they had resided in 
the sultanate for 20 of the previous 25 
years and could pass a Malay-language 
test. Earlier, Brunei Chinese, as a British- 
protected people, carried British-Brunei 
passports. Upon independence, those 
who had become citizens were being is- 
sued Brunei passports. The rest will be 
given only a certificate of identity as a 
travel document. 

Brunei Chinese have often complained 
that the language tests are unfairly severe. 
Last summer the sultan assured the local 
Chinese Chamber of Commerce of con- 
tinued protection to his resident non-sub- 
jects, but progress on assimilating the 
Chinese is going to be slow — deliberately 
so, claim some sources. As non-citizens, 





The national mosque; the sultan's palace: a rich young nation. 


the Chinese do not get free schooling or 
medical care, and their representation in 
the administration minimal. The 
Chinese also find it nearly impossible to 
acquire land. 

However, the Chinese dominate the 
private sector: they own most of the shops 
and the service industries, and hold an 
equally strong position in the construction 
and oil and gas industries as well. There is 
hardly any government interference in 
private business, and the Chinese have 
been successful without official patron- 
age. All the same, some educated Chinese 
have migrated to the West — mainly to 
Canada — in recent years, leading to 
speculation that there would be an exodus 
of Chinese from Brunei after indepen- 
dence if the citizenship issue was not re- 
solved. Explaining why the exodus has not 
yet happened, one seasoned diplomat 
said: “The Chinese are making good 
money in Brunei and are better off than 
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most of their counterparts in Malaysia and 
Indonesia. As long as they keep making 
money, most of them will stay.” 

That may be true of the older genera- 
tion, but the younger and better-educated 
Chinese, who have been exposed to the 
outside world, may have different views. 
Malaysia granted citizenship to most of its 
Chinese immigrants upon independence, 
and even Indonesia and the Philippines 
are well on their way to assimilating their 
Chinese minorities. If Brunei does not 
speed up its’ process of bringing the 
Chinese into its mainstream life, Chinese 
disaffection could pose problems. 

A satisfied Chinese minority could also 
play a crucial role in weaning Brunei from 
its dependence on the oil economy, 
though the pace of growth would be dic- 
tated by the growth of its population base 
and the size of Brunei's skilled manpower 
pool. 

A controlled increase of foreign work- 
ers could be one option, though the natu- 
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| 
nate's nervousness towards its large Malay | 


increase in Brunei's workforce over the 


nicians from Western countries. 
. This influx of guest workers and foreign 
experts will expose the local population to- 
. foreign influences, much to the discomfi- 
ture of the sultan. The thousands of: 
Brunei students returning from university, 
| Studies abroad in the coming decade will 
also add a new dimension to Brunei’s SO- 
— ciety. | 
. The cabinet line-up, announced on n in- 


. the sultan to delegate his authority. The! 
cabinet is dominated by the royal family, 
with the sultan serving as prime minister, 
home minister and finance minister. His 
brothers, princes Mohamad and Jefri, are 
Brunei’s foreign and culture ministers, re-| 
 Spectively, and his father holds the de- 
fence portfolio. Diplomats who expected 
some new blood i in the cabinet were asai | 
poten. 


Ithough more and more Brüneians haves 
in recent years come to head govern- 
ment departments and agencies, most de- 
_ cisions, however inconsequential, are still 
made by the sultan, according to informed 
sources. While such a policy will have to. 
change, the pace at which the sultan de- 
centralises at least routine decision-mak- 
ing will influence how. smoothly the ad- 
ministration continues to function. 
_ Another hurdle on the path to domestic 
harmony, not easily visible to the casual 
visitor, is the gap between rich and poor. 
While there isho deprivation of the kind 
eveloping Asia, 
or belonging 
pre i inagerial classes 
the private sector - — - comprising about 
57% of the workforce — enjoy a far 
uperior lifestyle to the others. The under- 
privileged include Malay workers in the 
ivate sector, other indigenous people | 
ing outside the urban areas, unskilled 
hinese workers in the shops and service 
ndustries and foreign labourers doing me- 
asks. Although no figures on income 
ribution are available, a national 
| income of US$22,0 means 
tothe ur derprivileged. 
mpounding this is the ostentatious 
tyle of the royal family, the most strik- 
g example of which is the new royal 
e. Estimates of its cost range from 
: 50 million to US$600.million, unoffi- 
t ‘say. While officials see the 
| fous pala e as a natiorial symbol, and 
i alays have traditional respect for the 
tan, the continued extravagance of the 
se could sow the seeds of discord 
e who do not share in the na- 
i. Like the rich little kingdoms 
Br iei faces the tricky task of 
ways to the neces- 



















































willing to supply labour Despite the sulta- |. 
neighbours, workers from these two coun- 
tries and Muslims from the Philippines, 
and South Asia could provide most of the| 


next decade, with professionals and das | 











| "fair margin of surplus." 
senting the national budget for the first. 


| year of full independence, when expendi- - 
. dependence, does not reflect any desire of}. 











pendencies of the British empire. 














































In a casual 
statement probably 
origins, 


ner, Brunei’s deputy 
state financial officer, 


that in 1984 the state 
budget would have a 
Ahmed was pre- 





ture would rise by 18% over the previous 
year, but revenue surplus would still 


amount to one- "and -à- -half times expendi-- 


ture, 

These days, most oil-exporting coun- 
tries hit by the energy glut have begun 
scaling down their development expendi- 
ture 





and trade-deficits — but not Brunei. 
The economic prosperity, as well as ;the 


potential problems, of this small oil king- | 
. dom in Southeast Asia derives solely from 


its surplus oil wealth, which by the end of 
last year had soared to monetary reserves 
of about B$28 billion (US$13 billion) for a 
population of 200,000. While their ethnic 
brethren in other parts of Borneo — now 
under Malaysia and Indonesia but part of 
the Brunei sultanate at its height of glory 
in the 16th century — today eke out a 
modest living, Bruneians enjoy a per 


capita income of US$22,000, making the - 
| Cun the second wealthiest i in 1 Asia after 





„Late last July a short, 
terse telex from Ban- 
dar Seri Begawan 
sent shock waves 
through the head- 
.quarters of the Crown 
Agents in London. 
The Sultanate of 
Brunei had decided 
4 to transfer its invest- 
ment "prn worth some US$3.5 bil- 
lion, from the Crown Agents to a newly 
created agency called the Brunei Invest- 
ment Agency. As the Brunei portfolio 
comprised some 9095 of the investment 
funds managed by the Crown Agents, the 
move threatened the survival of Crown 
Agents, who for more than a century have 
managed resources, given advice and pro- 
vided goods and services to the former de- 





under- 
reflecting, his British 


. Datuk | 
Ahmed Wally Skin- 


said in late December 


rging na- 
tions are saddled with heavy foreign debts 





. 13 to TDP gas 


faines Copel, to de 


not two, cars, and TV and 'videotape- 
recorders are common. E 

As in the Middle East sheikhdoms — 
Brunei’s ruling family traces part of its ori- 
gins to Arab merchants and Islamic mis- 
sionaries of the 13th century - — energy- 
based affluence is very new to Brunei. Al- 
though oil was first struck in the sultanate 
in 1929 by Royal Dutch/Shell, it was not 
until the early 1960s that oil became the 
mainstay of the economy. 

Today Bruneians enjoy. free educa- 
tion and health care, subsidised loans for 
cars and housing, and pay no income tax 
— or any other tax except corporate pro- 
fits tax at a flat rate of 30%. The welfare 
system, which extends even to the after- 
life — pilgrimages to Mecca in this predo- 
minantly Sunni Muslim state are 
sidised, and so are funeral expenses 
been dubbed by some as the "Shellfa 
state.” | | T 

While oil dominates Brunei, Shell 
dominates the oil sector. Brunei Shell 
Petroleum (BSP), the country's sole oil 
producer, is a 50:50 venture between 
Royal Dutch/Shell and the Brunei Gov- 
ernment. Brunei Shell Marketing, which 
is responsible for sales of petroleum and 
chemical products in. the sultanate, is the 
second joint venture between Shell and 
the government on an equal basis. 

Shell has a major stake in the liquefied 












natural. gas (LNG) sector, too. Brunei 


LNG buys natural gas from BSP and 
liquefies it, selling, in turn, to Brunei Cold- 
gas, which has a 20- year contract ending in 

t0 Japan. Brunei: ENS : 





pushed out in o 


The action came in the wake of dead- | 
locked negotiations between Britain and . 
Brunei over the continued stationing of © 
British Gurkha troops in the sultanate and ~ 
the abrupt departure of Arthur Watson, - 
the British high commissioner in Brunei, E 
earlier last year. Some observers thought 
that the sultan of Brunei was using this . 
manoeuvre as a bargaining counter with — 
London. But the action appears to have _ 
been prompted by nationalistic aspira- . 
tions as well as a desire to further inter- - 
nationalise the handling of its huge foreign — 
reserves. | : ; 

This trend emerged as. early as 1978 
when Brunei appointed two Londor 
chant bankers, Morgan 
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and Brunei Coldgas aa 
equally owned by Shell, the 
government and Mitsubishi 
Corp. of Japan. 

Despite Shell’s dominance 
— about 20% of Shell's 
worldwide profits derive 
from Brunei — the govern- 
ment's holdings in all energy- 
related enterprises and the 
taxes and royalties on oil 
and gas add up to the coun- 
try retaining more than 75% 
of the value of energy pro- 
duction, according to oil in- 
dustry sources in the region. 

Brunei produced about 
175,000 barrels à day (b/d) 
of crude oil in 1983 and 
exported all but 10,000 b/d. 
In natural gas production, 
Brunei ranks fourth in 
the world at about 12.6 

million cu. ms of LNG last 
year, all of which was ex- 
rted to Japan. Energy-re- 

6: exports earned more 

an B$8 billion in 1982, or 

9995 of total exports. For 

1983 the value of energy ex- 

ports was expected to rise by 6-7%. 

State revenue for the fiscal year that 
began on 1 January 1983 was B$6.1 bil- 
lion. An expenditure of B$1.7 billion and 
an appropriation of B$600 million into the 
development fund brought the 1983 
surplus to B$3.81 billion. Revenue for 
1984 is expected to top B$6.5 billion, with 
expenditure at B$2.6 billion (including 
B$950 million in the development fund), 
leaving an enlarged surplus of B$3.9 bil- 
lion. 

Given the small population base, 
Brunei's import bills have been modest, 
though everything other than oil and gas 







the ranks of the sultanate's investment 
managers. | 
However, the Crown Agents were dis- 






yed by the extent and abruptness of the 
nal move, because their relationship 
with Brunei had been so close for so long. 
Their dealings with Brunei rested on 
Pehin Datuk John Lee, who retired as the 
state's financial officer early last year. A 
colonial civil servant, Lee was more a con- 
servative financial administrator and au- 
ditor than a fund manager. 

Trusted implicitly by the sultan, Lee 
was known to have taken important finan- 
cial decisions without much participation 
by native Brunei officials. Most foreign 
bankers who approached Lee for a share 
of the state's investment funds, including 
British bankers, come away feeling that 
Lee was quite happy with the performance 
of the Crown Agents. 

Until the departure of Lee, the royal 
family had left financial affairs to top 
bureaucrats. But with independence ap- 

roaching, the princes began to take more 
interest in administration. In the new 
cabinet line-up, the sultan, Sir Muda Has- 
sanal Bolkiah, holds the finance portfolio, 
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has to be imported. In 1982 merchandise 
imports totalled B$1.57 billion, resulting 
in a trade surplus of B$6.6 billion. At the 
1982 level of consumption, the country’s 
total monetary reserves of B$28 billion 
could sustain imports for 214 months. 


H owever, the dreams of a modern Eldo- 
rado in Southeast Asia, where Bru- 
neians can live happily on their capital for 
generations to come, soon fade away — not 


-only because such income will be at the 


mercy of the world economic situation but 
also because there is little other produc- 
tive capacity in the country as yet. With 


and his brother, Prince Jefri, is deputy fi- 
nance minister, overseeing day-to-day op- 


'erations of the department. He is assisted 


by Datuk Ahmed Wally Skinner, the de- 
puty state financial officer. Not surpris- 
ingly, the changeover from the Crown 


‘Agents came a few months after Lee's re- 


tirement. 
In the event, Brunei appointed two 


United States banks — Morgan Guaranty 


Trust and Citibank — and two Japanese 
securities firms — Nomura and Daiwa — 
as advisers to the Brunei investment 


agency. Citibank, which has had a long 


presence in Brunei, had assiduously built 
up connections at court. The choice of 
Morgan Guaranty was reportedly a result 


-of a close friendship between Britain's 


Lord Shawcross and the sultan's father, 
the real power behind the Brunei throne. 
Shawcross sits on the prestigious interna- 
advisory group of Morgan 
Guaranty. The Japanese have also been 
active in Brunei for more than a decade, 
and Japan is the largest trading partner of 


'the sultanate. 


There are no indications that Brunei 
was unhappy with the performance of the 


energy income accounting 

-for 8096 of the gross domes- 
tic product of about B$9 bil- 
lion in 1983, there is hardly 
any other industry — there 
is not even agriculture of 
any economic consequence. 

One of the major hurdles 
of diversifying into non-oil 
sectors is the acute shortage 
of manpower. Half the 
countrys population is 
under 21 and the labour 
force of about 70,000 has 
some 25,000 foreign work- 
ers. Some 70% of the indi- 
genous workforce, mainly 
Brunei Malays, are employ- 
ed in white-collar govern- 
ment jobs. 

The local people prefer 
the prestige and perks of 
state jobs in air-conditioned 
offices and, having been 
pampered by the state, shy 
away from  blue-collar 
work. Even the oil industry, 
which pays better than the 
government, is finding it 
difficult to attract enough 


people to work the oil fields. To meet the 


shortage of skilled manpower the govern- 
ment has sent some 2,000 students for 


higher studies abroad on fully paid fellow- 


ships, there being no tertiary educational 
facilities within the country. 

Before oil wealth lured people into 
towns and offices, traditional farming, 
fishery and forestry were the mainstays of 
the economy. Today most rice is imported 
from Thailand and sold at subsidised 
prices. The beef Bruneians eat is shipped 
from a cattle ranch in northern Australia 
bought by the Brunei Government à 
couple of years ago. The ranch, covering 
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Crown Agents. Nor did Morgan Grenfell 
and James Capel outperform the Crown 


‘Agents, according to financial sources in 


London. The Brunei portfolio was pru- 
dently and professionally managed, ac- 
cording to these sources, with 80% in- 


‘vested in long-term government bonds 


and 20% in equities. The currency spread 
was roughly on the order of 45% in US 


dollars, 35% in yen and the remainder in 


sterling and other European units. 

While the new US and Japanese advis- 
ers may want a slightly larger investment 
in equities, they will have to show a dis- 
tinct improvement in yields, because they 
are going to charge some US$20 million 
annually in fees. This sum, according to 


‘London sources. is about five times as 


high as that charged by the Crown Agents. 
In the short term, the cash-laden sultanate 
might not quibble over management fees, 


‘but it might take a second look after shor- 


ing up its financial administration. 
A permanant successor to Lee has not 
yet been appointed, and the government 


‘is head-hunting for an independent ad- 


viser, who will counsel the state on impor- 
tant financial matters. — V. G. KULKARNI 
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until a few decades ago water e ters [i € 
were as common as pigs in China. The 
government offers free’ pesticides and | 
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B$16 million, employs about 2,000 staff, 
but there are fewer than 100 farmers, - 
As the building up of the non-oil sectors 
is an uphill battle, the authorities seem to 
be concentrating more ‘on diversifying 
within the energy field and maximising the 
state intake of the energy wealth. While |. 
Shell remains the centrepiece -of the | 
energy sector, the first diversification - 
came in the early 1970s with the Japanese 
interest in LNG. Last year, Jesra Jackson - 
Pte — 7576 owned by. American. interests. 
and 25% locally owned — was given a 
block for offshore drilling. 
- Woods Petroleum of the US, which was 
ctive in the early 1970s, is back, also in 
Offshore exploration. Petroleum mining 
‘laws were also amended to give the state 
the right to take 50% equity in any 
offshore discoveries. Although Brunei has 
à 10,000 b/d oil refinery, which isknownto | I | 
be less than cost effective because of its | People's Party — PRB) on the one hand, 
small size, there is scope for further ex- | and the sultan, the Brunei Malay aristo- 
‘pansion in the refinery sector. While in- | cracy and the British on the other. The sul- 
vestment in refinery capacity is no prob- | tan wanted Brunei to participate in the 
Jem, shortage of skilled technicians is the | then-projected new country of Malaysia: 
major obstacle. the PRB was against the idea. 
| Sukarno described the attempted PRB 
rebellion which followed as representing 


test. to Indonesia's 
revived high-profile 
foreign policy. These 
countries must be 
convinced that a 
more active Indone- 
sian foreign Mm today does not signify a 
return to the grandiloquent and expan- 















Brunei. In fact Indonesia has gone out of 
its way to o s goodwill towards 
Brunei and is 
gloves," as one n becriee put it. 

Brunei obviously has not forgotten the 
events of 1962. By the middle of that year 
the battle lines had been clearly drawn be- 
tween the militantly nationalistic and anti- 















i 
W ith many building and infrastructure 
E. projects under way, construction Is 
- another growth sector. In 1984, the alloca- | 
< tion for public works amounts to B$231 
million, a figure which is likely to grow in 
‘coming years. All land is state owned and 
he government has promised to allot land 
“to citizens to build houses. While the bulk 
of the construction will be contracted out 
! is abroad: and will be built by foreign | 
y; the government is planning to 
cement factory to reduce imports. | § 
ears go by the task of diversification | 
ymes-more urgent in view of the | 
vindling energy reserves. Although the 
act extent of oil and gas reserves is à 
ecret between BSP and the government, 
JSP estimated in 1981 that barring new 
scoveries the proven reserves were 1.5 
on barrels of oil and 5.6 cu. ft of gas. 
ieans that under current levels of | 
oduction, the reserves would last for a d 
tle more than two heist nomi now. sin- 


ma in the 16th century, 
‘the Sultanate of 
Brunei held sway not 
"only over the whole 
of the vast island of 
Borneo, but also over 
the Sulu Islands and 
^parts of the Philip- 
pines. 
| L- Gradually, | under 
pressure "m Dutch and Spanish col- 
onialists, its powers and territory shrank 
to the small area on the north coast of Bor- 
| neo it now occupies. As the map was re- 
| drawn, the states along 
e | oftheisland came under B 
.| countering the Dutch to the south. 


















7 Brunei on the land side, was bought from 
the sultan by Sir James Brooke in 1841 and 





his « resource for the post-ehérgy era of 
Brunei's development. In any case, large- 
scale diversification is dependent on train- 
"ing a skilled manpower base, which itself 
| could extend into the next century ra 


North Borneo Co. in 1877. Finally in 1888, 
Brunei itself entered into a treaty which 
assured it British protection. 

The British connection established 








technical help and subsidies for fertilisers, Diplomacy dinis 
but there are few takers. The Agricultüre Brunei and a few 
Department, with an annual budget. of other small neigh- 


bours constitutes a 


| sionist diplomacy of former president | 


Sukarno which, among other things, lent “his 


open support to an internal rebellion in. 


"handling it with kid 


British Parti Rakyat Brunei (Brunei | 


they saw i as à cas 





long the northern edge 


-Malay princes 
titish influence, | | N 


eventually put under British protection. | 
Sabah was ceded by Brunei to the British 


an "opposition against being pushed intoa 


federation not of [the people's] choice." 
He continued: "Indonesia always fights 
for the right of self-determination of all 
people, and so my guerillas backed up the 
rebellion. If Brunei wanted indepen- 
pp I was determined she should have 
" Sukarno was aware that PRB leader 
A M. Azahari had been a captain in the 


. Indonesian Army and that he and others 
from Brunei had supported. Indonesia's 
. independence struggle against the Dutch. 


“Have I not a moral obligation to him and 
countrymen?” Sukarno asked. 
Azahari still lives in Indonesia. 

A good-neighbour policy was made the . 
core of President Suharto’senew regional 
diplomacy. Even before Sukarno's fall. 
some architects of the New Order he | 
made clandestine contact with Malaysia 
end Sukarno's confrontation with that 
country. The PRB rebellion in Brunei had 
led Sukarno and many other Indonesians, 
to adopt an openly hostile stance towards 
the Malaysian federation scheme, which 

€ ritish neo-colo- 









nialism. | * 

The New Order s thinking w was s that In- 
donesia needed foreign aid and invest- 
ment, which meant there was a need for 
domestic stability which, in turn, required 
regional stability. To help achieve re- 





Family feuds are giving 
way to fraternal ties 


| strong Hinks between the north Borneo 
territories and the peninsula of Malay” 
When independence came, Sarawak an 
Sabah opted to become states of Malaysia. 
Brunei decided to stay out under British 
protection andis now totally independent. 
But it retains close links with Malaysia 
through à common language, religion and 
culture. Part of that culture is the monar- 
chical system itself. While an independent 
Indonesia stripped its sultans of all power, 
Malaysia chose to safeguard the institu- 
tion of its sultans, enhancing the links be- 
tween the Brunei royal family and the 













Sarawak, which completely surrounds | S ; iB 





Jut fratei nal proximity ^ yetweefi 
peoples also” produces its stresses. 
Strains, to which the two: countries. have 
not been exceptions. | 

Since the early 1960s the two sides have 
had their differences and reconciliations 












Se | ‘in tei rn f A 

a Ho gon ae nto | 
Indonesians — ‘Indonesia has played a | 
low-profile but active role in the develop- | | 
ment of Asean. It also has maintained its 
commitment to non-alignment. 

All signs are that Indonesia is ready to 
assume a more visible position again 
among the community of nations. The 
number of high-level exchange visits has 
been increasing. Foreign Minister 
Mochtar Kusumaatewadend is always on the 
road, and Suharto has been more active 
than usual in the past year or so. Jakarta 
will shortly host a non-aligned informa- 
tion ministers’ meeting, reminiscent of the 
Bandung non-aligned summit of 1955, 
which catapulted Sukarno and Indonesia 
on to the world stage. 

One popular interpretation suggests 
that Indonesia, having put up a credible 
performance in economic development, 
feels it can now play the international role 
given it by vytue of its size and revolu- 
tionary experience. 


ill-stre ser 
Sit on. — 9 bia u 





"he resurgence of Jakarta’s foreign 
M policy comes at a time of economic dif- 
ficulty. This fact, and  Indonesia's 
nationalistic response to its economic 
plight, add to the worries of Indonesia's 
small neighbours that the fate of East 
Timor may repeat itself. Against this 
background, Suharto assured visiting 
Papua New. Guinea Prime Minister 
Michael Somare in December 1983 that 
Jakarta's policy of resettling Indonesians 
in the province of Irian Jaya, which 
borders Papua New Guinea, was only part 









eu dis. Ae 
Sukarno: supported rebellion. 


of a national transmigration programme 
and that Indonesia had no intention of 
expanding its territory anywhere. 

Likewise, while visiting Prime Minister 
Lee Kuan Yew in Singapore in late De- 
cember 1983, Suharto explained that his 
domestic policy of promoting the state 
ideology of Pancasila would, by prevent- 
ing any religious group from becoming 
predominant, guarantee stability not only 
in Indonesia but in the region as well. He 
also said that Indonesia had no ambition 
to expand its territory. 

In welcoming Brunei into Asean at a 
ceremony in Jakarta on 7 January, the In- 
donesiahs avoided mentioning the past. 





"ness an d peac ul co xxisten ce, i anc reat- 
firmed AST Pedamit na: to its de- 
clarations and treaties — including its 
treaty of amity and cooperation, which 
proscribed interference in one another's 
internal affairs. m 
It is remembered that Suharto played a 
major role in bringing Brunei into Asean _ 
— first raising the idea with Lee in 1980 | 
during the latter's visit to Indonesia. 
The Brunei sultan visited Singapore and 
then Indonesiain 1981. Jakarta has named — 
a career diplomat, Zuwir Djamal, as its — 
first ambassador to Brunei. He is the only 
non-military man among its ambassadors 
to Asean countries. ta 
In contrast to a cautious government, - 
Indonesian newspaper editorials have re- — 
flected another attitude. A common ~ 
theme appeared in the English-language E 
Jakarta Post: "Bruneiis wealthy but unde- — 
veloped, politically stable, but politically 
green." Another theme was that Asean ‘he 
would enhance Brunei's external security. - 
But there seems to be some concern about | ; 
Brunei's internal stability. - 
The pro-government Suara Karya ex- _ 
pressed the hope that “wisdom will grow _ 
among Brunei's leaders to see that their 
country's wealth will facilitate social and — 
political emancipation of the people which | 
will, in time, result in demands for politi- 
cal accommodation.” For its part the — - 
nationalist Merdeka suggested that In- 
donesia and Asean should guide Brunei, 
saying that if Britain or Asean are unable — 
to help Brunei overcome its weaknesses — — 
"this will open the possibility that the — 
country will adopt a new orientation." El - 
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with a definite warming of ties in recent 
years. In 1980 Malaysia readily signalled 
its willingness to welcome Brunei into 
Asean after Indonesian President Suharto 
made the suggestion. 

The fact that Brunei was taken for 
granted by Kuala Lumpur's leaders was 
one reason the sultanate was kept out of 
e Malaysian federation. Later in the 
—370s the Malaysian assumption that 
Brunei could be prised away from British 
protection by United Nations resolutions 
on decolonisation, sought by the activities 
of the handful of Brunei exiles abroad, es- 
calated the level of mutual hostility. 

In 1963, negotiations over Brunei join- 
ing the Malaysian federation broke down 
over two. key issues: the sharing of 
Brunei's oil wealth and the status of its sul- 
tan in the Malaysian Council of Rulers. 
Kuala Lumpur was sure that Brunei, prac- 
tically encircled by Sarawak and recover- 
ing from an internal revolt by the Parti 
Rakyat Brunei (Brunei People's Party) 
had nowhere to go but into the federation. 

Frustrated over last-minute hitches in 
the negotiations, the then prime minister, 
Tunku Abdul Rahman, declared that 
Malaysia would be formed with or without 
Singapore and Brunei. In the event, it was 
without Brunei. Singapore went in, of 
oe ed but | wae out again within two 






It was not until 1979 that the fence- 


_ mending began, when then prime minister 


Tun Hussein Onn visited Brunei to attend 
a royal wedding. The visit was followed by 
a sort of “polo diplomacy” between the 
horse-loving princes of both the countries. 

Hussein’s successor, Prime Minister 
Datuk Seri Mahathir Mohamad, and his 
deputy, Datuk Musa Hitam, visited 
Brunei in 1983 and 1982 respectively. 

These visits resulted in Malaysia offering 
technical, educational, and administrative 
help to Brunei. The countries also opened 
official missions— since upgraded to high 
commissions — in each other’s capitals. 


M?» officials are optimistic that 
issues such as civil aviation and mili- 
tary cooperation — which until this year 
had to be channelled through the British 
Foreign Office —:could now be speedily 
negotiated with Brunei. A trans-Borneo 
highway linking Sabah, Sarawak and 
Brunei and passing through Sarawak's 
Limbang district, is another project for 
mutual. cooperation. But this highway 
plan raises the potentials of a problem. 
Limbang has been a bone of contention, 
at least in Brunei's view. The district was 
part of Brunei until 1890 when Brooke, 
known as “the white rajah" of Sarawak, 
annexed it with British connivance. The 


loss of Limbang cut Brunei into two un- 


i) 


connected parts, and has never been re- 
cognised by Brunei. 

Brunei revived its claim in the early 
1970s at the height of its problems with 
Malaysia. But this time it was based on 
Islamic law. Brunei argued that Britain 
had no right to cede Limbang to Malaysia - 
in 1963 because the land did not belong to 
Britain. In Brunei's Islamic legal interpre- - L 
tation, Malaysia became the receiver of | 
stolen property. Nobody seriously thinks _ 
that Brunei can make the claims stick ex- 
cept some Muslim fundamentalists. 3 

However, now that Brunei is responsi- | 
ble for its own foreign affairs, Kuala Lum- - 
pur would like to have the traditional 
boundary between Limbang and Sarawak 
formally demarcated. The subject has 
been informally broached with Brunei, 
but Malaysian officials are extremely reti- 
cent about the whole matter. A formal de- | 
marcation would also end the possibility — 
of future claims by Brunei. But whether - 
the sultanate is willing to begin such - 
negotiations is not certain. "i 

Malaysia has a similar problem with the | 
Philippines. Manila has a long-standing - 
claim to Sabah and despite high-level as- _ 
surances in recent years, the claim has not — 
been officially renounced. Some day . 
Brunei's claim on Limbang could pose a — 
similar political headache to Kuala 
Lumpur. — V. G. KULKARNI 
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loosely grouped dissent 


Dissent is virtually 
non-existent in pre- 
sent-day Brunei. Dis- 
sidents are either si- 
lent or in jail — about 
30 of them by unoffi- 
cial estimates. An ad- 
ditional 40 or so live 
in exile, mostly in 
Malaysia and  In- 
donesia. Brunei's constitution does not 
ban political activity, but under the auto- 
cratic rule of the sultan there is little or no 
scope for it. 

This was not always so. During the 
years between 1956 and 1965 political 
parties were active, diverse opinions were 
aired and elections contested. However, 
that period also saw the abortive revolt in 
1962 by the Parti Rakyat Brunei (Brunei 
People's Party, or PRB). 

The then sultan, Sir Omar Ali Saifud- 
din, who is the present sultan's father, 
crushed the PRB rebellion; with the help 
of British troops, and later banned the 
party. The PRB was a product of the 
winds of political change favouring 
nationalism and independence which 
were then sweeping Southeast Asia. AI- 
though the PRB claimed it was fighting 
British rule — Brunei was then a British 
protectorate — Sir Omar felt it posed a 
threat to his throne, which the ruling fami- 
ly had preserved tenaciously despite cen- 
turies of European colonial encroachment. 

In 1959, under persistent British prod- 
ding, Brunei gained internal self-rule and 
a constitution which allowed for elections 
to a legislative council. In the 1962 elec- 
tion the PRB won 98% of the votes on a 
platform of full independence from Bri- 
tain and a federation with neighbouring 
Sabah and Sarawak. Fearing he would be 
reduced to a titular monarch in the federa- 
tion, Sir Omar did not favour the idea and 
encouraged his loyalists to form their own 
political parties to oppose the idea. De- 
spite the PRB's overwhelming victory 
under its leader, A. M. Azahari, it became 
clear that the sultan had no plans to share 
power with elected representatives. 

The PRB had been preparing for such 
an eventuality, but the rebellion was 
launched prematurely when Azahari and 
his deputy, Zaini Ahmed, were in Manila 
lobbying for support there. Azahari later 
returned to Indonesia, where he had 
strong links with the government, having 
fought the Japanese in World War II. 
Zaini, a former Brunei civil servant, was 
apprehended by the British in Hongkong 
and later jailed in Brunei. 

But the sultan had been shaken by the 
PRB’s popular support and by the revolt 
itself. As by then the British had dropped 
the Borneo federation proposal in favour 
of a Malaysian federation which would 
protect its traditional sultans, the ruler of 
Brunei hastened to negotiate to join 
























Malaysia. In the event, he was rebuffed. A 
general election was therefore held in 
Brunei in March 1965 — without the PRB. 
But of 10 elected candidates, three turned 
out to be pro- Azahari men who ran as in- 
dependents. 

The sultan, however, did not want a re- 
presentative cabinet to rule the kingdom. 
Faced with representations from elected 
legislative councillors, the British Gov- 
ernment had to declare that it favoured in- 
dependence for Brunei. The wily sultan 
out-manoeuvred them all by abdicating in 
favour of his 21-year-old son in 1967. 

The British eased pressure for reforms, 
giving the young ruler in Bandar Seri Be- 
gawan time to adjust to these new respon- 
sibilities. The politicians were also unsure 


of the young sultan, their target having 


been his father. They, too, had to give the 
young sultan a chance. Moreover, the 
politicians had been chastened by the 


Zaini and Azahari: futile years in exile. 


PRB's 1962 experience and were hesitant 
to make any daring moves under a situa- 
tion of emergency, which had been de- 
clared soon after the PRB's abortive re- 
volt. 

Thus, the old sultan bought time from 
democratic pressures while remaining the 
power behind the throne. And Brunei 
continued with the autocratic regime of 
the ruling family. 


Mte. Brunei's | unsuccessful 
overtures to join Malaysia had soured 
relations between the two countries, and 
Kuala Lumpur decided to side openly with 
the PRB in exile. Kuala Lumpur en- 
gineered the escape of Zaini and seven 
other PRB leaders from jail in 1973. 
Azahari and Zaini took their indepen- 
dence struggle to the United Nations De- 
colonisation Committee in 1975, and with 
its backing the UN General Assembly 
voted to support the right of Brunei's 
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people to self-determination and indepen- 
dence. All Asean states supported the 
PRB cause except Singapore. Although 
Britain claimed that Brunei, with internal 
self-rule, was not a colony, it forced 
Brunei to sign an agreement in 1979 which 
made independence by 1984 a certainty. 

By the late 1970s, Malaysia and In- . 
donesia had come to terms with Brunei, 
opening the prospect of the oil-rich sul- 
tanate joining Asean and leaving exiled 
PRB leaders high and dry. The futile years 
in exile have also taken their toll on the 
PRB leadership, which is divided over its 
future course of action. Zaini met Azahari 
last October and called for the dissolution 
of the party now that the country was 
going to be independent. Azahari has 
taken a legalistic view that in the absence 
of a party congress, the party cannot be 
dissolved. 

Zaini also has pleaded with Azahari to 
stop any public activities of the party in 
exile. While some PRB followers still 
manage to publish their views on Brunei in 
small dissident journals in Malaysia, the 
party is nearly defunct. Zaini, who no 
works for the Sabah Foundation, a priva 
research and development organisation, 
in Kuala Lumpur, 
has long expressed 
his wish to return to 
his homeland. *Now 
that the country is in- 
dependent, I want to 
apply for a Brunei 
passport," Zaini said 
in an interview. How- 
ever, there is as yet 
no indication that 
the government is in- 
clined to treat the 
PRB leaders with 
anything but con- 
tempt. 

One frequent visi- 
tor to Brunei who 
also knows some 
PRB leaders in exile 
said in a recent inter- 
view: “Having bee: 
out of the country fo, 
over two decades, 
these people are hopelessly out of touch 
with reality. They have no idea of the 
prosperity the oil boom has brought in 
past decade. And half of the country’s 
population was not even born when the 
[1962] revolt took place.” 

There is no likelihood of any political 
activity in Brunei in the near future, the 
ruling family having outwitted the dissi- 
dents. But even a materially pampered 
people exposed to the outside world can 
cause problems to autocratic regimes. 
Bruneians watch Malaysian TV and read 
about the world in foreign newspapers 
flown in from Singapore. More than 2,000 
Brunei students are studying abroad, 
mainly in Britain. 

Just as Brunei’s youth rode the political 
tide of change in the late 1950s and early 
1970s, the returning students may not re- 
main complacent for long if the sultanate 
does not ease its tight control in the com- 
ing decades. — V. G. KULKARNI 
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Finding an inexpensive 
olution to an expensive 


fuel problem 
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Giving the past 
a little airing 


Syd's Pirates by Charles E. Eather. 
Durnmount Pty Ltd., Sydney. HK$195 
(US$25). 


t last someone has produced some- 
thing about the development of 
Cathay Pacific Airways other than the 
potted version which appears in the air- 
line's Discovery inflight magazine. “Chic” 
Eather, who retired as a Cathay captain in 
1975, has painstakingly assembled this 
collection of his own recollections inter- 
laced with anecdotes from his former col- 
leagues Over several years, and the result 
is essential reading for anyone with even a 
mere passing interest in the development 
f post-war aviation in Hongkong, Cathay 
itself or events in regional aviation 
hitherto given only cursory mention else- 
where. 

Not that the book is without fault. Even 
though Cathay declined any role in the 
book's production, there are various areas 
where those with detailed knowledge of 
the events concerned may suspect that the 
recollections have been somewhat 


Cathay's DC3 "Betsy: days of yore. 


“sanitised.” Whether /this. was done 
through self-censorship or for possible 
legal reasons is impossible to judge. There 
are various literal errors which are irritat- 
ing in a book which otherwise is an excel- 
lent product, with plenty of good photo- 
graphs taken in days of yore. And, far 
more serious, the book badly needs an ex- 
tended epilogue to cover, in more detail, 
the days since Eather's retirement. This, 
in particular, has been the period during 
which the generation which succeeded 
Eather and his colleagues has presided 
over a massive programme of expansion. 








However, these criticisms are minor 
compared to the scope of the book, in 
which Eather has chosen to let the chap- 
ters weave around each other in theme, 
rather than following a strictly chronologi- 
cal sequence. The result is a fascinating 
series of tales, told in Eather's very indi- 
vidual style, and portrays the shift in at- 
titude from the early “cowboy” days just 
after World War II to the more scientific, 
strictly methodical approach required in 
the modern flying world. Not a cheap 
book, but one which gives superb value 
for money. — MICHAEL WESTLAKE 





FICTION 


Asian adventures from an armchair 


The Asiatics by Frederic Prokosch. 
Faber and Faber. £3.25 (US$4.55). 


Voices: A Memoir by Frederic Prokosch. 
Faber and Faber. £8.95. 


rmchair travelling is one of the delights 

of the bookishly inclined. The best 
travel books are mostly English and most 
of them were written during the 1930s. 
Prokosch's magnificent The Asiatics was 
first published in 1935, and though the au- 
thor is American it appears to fit quite 
neatly into the British travel-writing tradi- 
tion. Now, at last, there is a paperback 
edition. It was worth waiting for. The 
reader is taken in an irresistible rush all 
the way from Beirut to the southern bor- 
der of China. And many strange adven- 
tures can be enjoyed vicariously on the 
way. The hero, a young American hitch- 
hiker, is jailed in Turkey, suffering un- 
speakable hardships; almost murdered in 
Russia; wined and dined by an Indian 
prince, and enlightened by a Tibetan monk. 
But these adventures, extraordinary 
enough, are not the best thing about the 
book. It is in his description of places, and 
especially in the way he manages to invoke 
atmosphere, that Prokosch truly shines. 
He manages to make every scene seem ut- 


terly real; more than real, in fact. The at- 
mosphere of Prokosch's Asia is so real it 
takes on a hallucinatory quality, as if in a 
feverish dream. 

And that, of course, is exactly what it is. 
Prokosch discovered the Asian continent 
between the buckram covers of an old 
atlas in a library in New Haven, Connec- 
ticut. The Asiatics is a work of the ima- 
gination. The book made the young Pro- 
kosch — he was in his early 20s — a cele- 
brity. Although he has written many ex- 
cellent novels and poems since, he is still 
chiefly known for his first book. And few 
people, except for aficionados, would 
even have known about that were it not 
for Voices: A Memoir, published re- 
cently. 

It is as much of a masterpiece as The 
Asiatics. It is also remarkably similar. It 
has the same. hallucinatory quality, the 
same pithy observations, the same deli- 
cate aesthetic sensibility. It is also the 
finest exercise in name-dropping ever 
written. In any other book an entire index 
consisting of nothing else but famous 
names would be an insufferable affecta- 
tion. Prokosch is so open about his wide- 
eyed reverence for the artistic greats that 
he gets away with it. 

Like Lolita author Vladimir Nabokov, 


whom he meets near the end of the book 
in a hotel on Lake Geneva, he is a but- 
terfly fanatic. His approach to literary 
celebrities reminds one of a butterfly 
hunt. Prokosch calls it a ritual, done once 
and never repeated: there is the long wait, 
the bated breath, the sudden pounce with 
the net, the delicate flutter of colour, and 
another exotic breed is added to the col- 
lection. His subjects even sound like but- 
terflies at times. About Lady Cunard: 
"There was a brittle desperation in her 
quick little movements, as though she 
were aware that she was the last of a dying 
species.” 

His thumbnail sketches of the famous 
can be wicked, as in the case of the great 
Cambridge scholar F. R. Leavis, domi- 
nated by his dreadful wife Queenie. And 
even in the most affectionate descriptions, 
Prokosch’s eye and especially ear for de- 
tail is devastating. His portraits are like 
those ultra-sharp photographs where 
every hair, every spot, every pore shows. 

Like The Asiatics, Voices is the pro- 
duct of a brilliant and rare imagination, 
The author could not be less concerned 
with the more pedestrian details of daily 
life, such as politics, economics or public 
affairs. All we hear about World War H is 
the interesting people he met on the 
beaches of neutral Portugal. But never 
mind.that. One reads Prokosch for other 
delights, as anybody with enough sense to 
rush out and buy these books will soon dis- 
cover. — IAN BURUMA 
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steamed white variety ani 
panied by the odd tiny ston 
- | it costs only 10 cents in Pe sing t 
e chipped tooth ground smooth. 

These exotic- -sounding dishes, once pro- 
duced, have one drawback — they succeed 
in making the diner forget that Chinese 
cuisine ranks among the. finest in the 
world: Ifa gastronomic category had to be 
assigned to this bill of fare and the ambi- 
ence in which it is sold, northern institu- 
tional would not be out of place: like their 
counterparts in corporate lunchrooms the 
world over, the dishes are prepared in 
large quantities and usually arrive on the 
plate in a shallow -pu undistin- 
guished over “he 
meat content ofthe 
and what meat does ap 
antly fat. The colour of. the ve; 
been gently cooked away, an 
colour that remains is usually a drab so 
brown. Vegetable oil is strictly rationed 
so what is not cooked in lard usually ends 
up being boiled in water. 




































y Thomas Prester 


king: What does everybody do at noon | 
on those days when the electricity is turned 
f in Peking in an effort to save energy? 
or some 80 milion non-agricultural. » 
kers in China, the answer is: light 
ndles and line up in the basement 
nchroom as usual; abandon. the electric | 
npling-maker and wrap up the dumpl- 
gs by hand. | 
n urban China, the workplace lunch- | 
room is a regular feature of nearly every 
orker's day. It is also the starting point 


chopsticks, €— the. lunch kit. 
. The food is dispensed throughra bank of 
service. windows in the dimly lit basement 
room and though in this bureau there i isa 
; properly laid out dining Tog, _ most, 
people opt to eat in their offices... 
Many workers whose offices are. on the | 
upper floors — meaning a trip up some five 
flights of stairs before they can sit down — 
have adopted the less-than-gracious eat- 
ing habit of beginning lunch the instant 
they take their meals from the service win- 
China's famous midday xiuxi, or rest | dow. With their bowls üp to their mouths, 
period: 90 minutes — two hours in sum- | they eat non-stop as they instinctively 
mer — during which nearly a quarter of | thread their way through the darkened 
iankind drop whatever they are doing to | staircases and corridors. 
ber. — The main source of calories in China is 
eking bureau which employs sev- | grain. Most workers in the bureau eat 200 
lozen. expatriates, the lunch -(or | gms of whéat, rice or corn and a single 
xperience" is probably as typical cooked dish every lunchtime. The wheat 
the capital. Diners first purcha — unbleached, whole and delightfully 
y means of grain-r ation coupons grainy in flavour — comes in the greatest | 
fora few pennies by the bureau's work variety of forms: chewy, soporific steamed 
ts. These coupons are issued in de- | rolls (mantou); steamed buns filled with 
ations of 50 gms and all grain pr pork, mutton or brown sugar (baozi); 
ucts — exc boiled dumplings (jiaozi); baked sesame- 
ion-controlled in multiples of this | covered buns, and noodles, which are 
amount. Food tickets, in denominations of | weighed out by hand into one's bowl from 
0.5, 2.5 and 5 US cents, are then bought. | a huge cauldron. Corn comes in the form 
There is no restriction on the number of | of haystack-shaped steamed rolls (wowo- 
ts: A bowl or r lunchbox, phun d or | tou) or baked cornbread. Rice is of the 















typical daily menu may include the 
following (prices are fora large ladles c 
ful): pork cubes and green peppers, 180o 
cents; sliced mutton with scallions, 15 cents; = 
pig's-blood cubes, 13 cents; beancurd and —— 
pork, 11 cents; cabbage and beancurd; 5 - 
cents; boiled carrots, washed. but un- 
scraped, 4 cents, and plain boiled cabbage, 
3 cents. There is also a counter, selling by 
weight salted vegetables, pickled garlic, 
fermented beancurd, luncheon meat. cold 
sliced beef — and occasionally horsemeat. 
. Fhe menu varies with the season, but 
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abroad, including Anna Pavlova, with 
whom Uday danced. In March 1931, the 
troupe gave their first performance of 
classical Indian ballet in Paris, receiving 
rave reviews across Europe. | 

Ravi at the time was a solo dancer as 
well as a flute and sitar player. He also: 
dabbled i in poetry, writing and painting. 
For seven years the troupe toured 
Europe, the Middle East and the United 
States, and Ravi became an expert 
dancer. He loved being in the public eye, 
nattily dressed in Savile Row. suits, sur- 
| rounded by girls and going to champagne 
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Bahi: Ravi Shankar, the world's Wood, which hás sitar E ; 
10wn sitar player, who’ composed | Not impressed with the way the instru- 
SEM iuste for Sir ed Atten- ment was played, he suggested that Harri- 
IBS: son should take lessons. It took Harrison 
five lessons just to learn how to hold the 
er | sitar. parties. 
t elp India's. youth to | devel lop Shankar has had an ' extraordinary | 
| generation of classical-music lovers. | career which spans the entire range of In- b 
ankar. became -a superştar i in the dian classical music and dance. Shankar | 8 
after the media attention he re- | and his whole family lived in awe of hisel- | on 
to | dest brother Uday, who-was to form the | n 
ry | first Indian ballet troupe to tour Europe. | of 
da 3 >| That was in the 1930s. Ravi went to school | ler 
"he explain d, "but I was al- | in Benares and “used to fiddle around 
b known . in India and | ac aca - | with instruments” which were lying 
Lo around the house. Uday, who was origi- 
nally a painter and had just returned to 


-yel India from art school in London, roped 
ed from. a a comment made ne Shan- 


| Ravi ahd two other brothers into helping 
) the Beatle ata London party. Shan- | him form the ballet troupe. There was 
had heard the group's Norwe, much encouragement from dancers 


| 


















uring one tour, the troupe was joined 
by. Ustad Allaudin Khan, a- ibi an and 
Yt ; i. 




















































ing off his Savile Row suits, shaved t 
head, put on rough home-spun clothe 
and began a hermit-like existence with the 
ustad. He spent six years practisinj 
sitar for 12-14 hours a day beforer 














| — —— FOOD Wi 





ver ue Vid 





Roadside cabbage store: the longer it keeps, the sweeter it gets. 





D.. selection is generally limited to pro- 
ducts supplied by state or cooperative 
markets. Although the free market lining 
the street in front of the bureau is often 
bursting with a broad choice of vegetables, 
bureau purchasing agents do not shop 
there, one reason being that free market 
vendors issue no receipts. 

Winter is the cruellest menu, since the 
vegetables are drawn from two major 
sources: the bureau's own underground 
storage pits, into which tonnes of long 
Chinese cabbage (it sweetens with age) are 
deposited over the course of a few auspi- 
cious days in November; and the local 
hothouses, which provide celery, green 


ing society and playing publicly. He later 
married Allaudin's daughter. 

Shankar went to Bombay in 1944 and 
started playing and composing for the In- 
dian commercial cinema, which was just 
beginning to boom. In those early days, he 
formed a strong friendship with Satyajit 
Ray, one of India's first and, now, best- 
known film-makers. 
After doing the music 
for Ray's Apu trilogy, 
starting with the fa- 
mous Pather Panchali, 
he became the first 
music director of All- 
India Radio, where he 
was given a free hand to 
form the National Or- 
chestra. Through the 
1950s, he built up a 
steady following via 
concert recitals at home 
and with thé small but 
enthusiastic group of 
sitar fans abroad. In the 
1960s, with the advent 
of “flower-power,” the 
sitar practically be- 
came the movement's 
symbol. 
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Shankar: new patronage. | 


peppers, tomatoes, scallions and spinach 
at out-of-season prices. At Chinese New 
Year, a sum equal to 2% of the year's total 
sales of food tickets is used to cook up a 
storm of especially rich dishes sold in great 
quantities at low prices. This gives the 
kitchen a chance to shine with its offerings 
of stewed chicken, “lion’s-head” meat- 
balls, red-cooked eel and whole fish. 
During the rest of the year, shortages of 
the better dishes occur on a daily basis, 
leaving some 20% of diners with the dif- 
ficult choice — albeit inexpensive — of 
boiled cabbage, stewed potatoes, or a 
hodgepodge of the week's leftovers rejoic- 
ing in the name of “stewed miscellany.” 


Today Shankar claims he did not enjoy 
his superstar status during the Beatles era. 
During his concerts he has always insisted 
that nobody should smoke or take drugs: 
often he would stop playing when the 
flower children used anything but his 
music on which to get high. Moving onto 
the international stage left him open to 
criticism from his fel- 
low countrymen, who 
charged him with for- 
saking the country. But 
if it was a period of 
some conflict, it was 
also the period in 
which Indian music was 
properly brought to 
the attention of the 
West. 

Unlike other Indian 
musicians, who depend 
solely on centuries-old 
“raags” for their reper- 
toires, Shankar is also a 
brilliant and prodige- 
ous composer and in- 
novator. In the West he 
counts such musical lu- 
minaries as conductor- 
composers Andre Pre- 


This problem may stem from any of à 
number of causes: reduced purchases, fear 
of waste or meal-queue infiltration created 
by bureau workers sharing their meal tic- 
kets with their children, spouses, or 
friends employed outside the bureau. This 
practice — a flagrant breach of regulations 
— prevents bona fide bureau staff from 
enjoying the better, meatier dishes. Since 
formal protests to bureau officers — many 
of whom eat in the lunchroom — have pro- 
duced few results, the workers have taken 
the situation into their own hands. First- 
come-first-served has become the name of 
the game, so many workers line up in front 
of the windows as early as 11:40, 20 mi- 
nutes before the lunch bell rings. 

Older workers tell how much better the 
service was in the years before the Cultural 
Revolution, when one could order lunch 
in the morning and have it served at noon 
in an attractive dining room. Now the ser- 
vice has a more proletarian aura so work- 
ers maximise their xiuxi time by eating 
quickly and improvising a place to 
slumber: a couple of desktops, an over- 
stuffed armchair, or a mattress thrown on 
the floor with a pile of old newspapers for a 
pillow. Higher-placed cadres have full- 
length sofas or cots in their offices. Office 
workers can set their watches at three 
points in the day by the regular bone-chill- 
ing scrape of a metal chair on bare con- 
crete: 11:30, when an upstairs occupant 
heads for the lunchroom; 12:30, when he 
or she rearranges the chair for xiuxi, and 
1:30, when it is time to go back to work. 
But at 12:31 at any spot in the bureau, you 
can hear a bamboo toothpick drop. HI 
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vin and violinist-conductor Yehudi Men- 
huin among his closest friends, occasion- 
ally giving concerts with them. At the 
same time he has been deeply involved in 
promoting classical music in India, where 
the pop and video cultures have made 
deep inroads already. 

"Indian music started out of religion 
and prayer," said Shankar, “and so the 
spiritual quality has always remained. But 
now that inner quality of our music may go 
because lifestyles are changing so fast." 
Allaudin used to tell him that music is à 
way to salvation, a way to God, and he still 
believes in that firmly. Now, periodically, 
he gives free concerts at Indian univer- 
sities and colleges to introduce the young 
to their musical heritage, and he is cur- 
rently training young Indian musicians to 
play the sitar. 

Classical music in India is also being en- 
couraged by a new generation of rich pa- 
trons. Industrialists, bankers and business 
tycoons pay handsomely for musicians to 
play in their homes. Also they finance in- 
stitutes where well-known ustads teach the 
young. It is the sort of patronage that the 
rajahs and nawabs used to provide before 
they were “nationalised” by the govern- 
ment in the 1950s. 
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Manila: The Philippine debt-rescheduling 
alks have run up against potentially seri- 





isiting International Monetary Fund mis- 
on of an unexplained surge in domestic 
oney supply, and the belief. that over- 
itement of the country’s official reserves 
ay have masked illicit foreign-exchange 
lings by senior officials. This threatens 
¿delay the IMF-led restructuring even 
ger and strengthens the likelihood of a 
er peso devaluation. 


















ar Virata is anxiously trying to find out 
de what lies behind the inflated 


ggles to phum the country's s econ- 





ind a All this i AS auca if the 
* standby programme (worth some 
J$$635 million) for the 18 months to June 
985 is to go ahead. On that hinges in turn 
in estimated US$1.65 billion in new com- 
nercial loans, a similar sum in the form of 
World Bank, Asian Development Bank 
nd bilateral lending and a projected re- 
heduling of US$10 billion in foreign 
ebt 

Partly because of the overstatement of 

















dvisory Group for the Philippines 
anted to ensure that the debt-restructur- 
: exercise would have to be done once 
inly, the originally projected mid-January 
roval of the IMF package was delayed 


ry statistics and trade estimates for 


ey supply (M3) growth. was sup- 
d to have been kept to 3% between 
ember 1983 and January 1984, ac- 
ng to IMF dictates covering net 
asset growth. But in October 
vember alone, money supply grew 
Some. of this was due to Central 
f the Philippines advances to il- 
private finance and investment 
s (REVIEW, 19 Jan.). More telling, 
fer, was the amount of currency in 
ion, which grew during those two 
i: by 25.8% from P12.4 billion 
5885.7 million) to P 15.6 billion. 
1e discovery of such blatant disregard 
MF edicts, whether à politically in- 
d resort to the currency-printing 
s or simply financial mismanage- 
by the government, destroyed much 
all the trust built up over the years 
he Marcos government — as.much 
he: controversy over the inflated re- 
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By Guy Sacerdoti and Jose Galang 


ous new problems with the discovery by a i 
| (and specially printed) | 


| enr edm crisis. The presei 


rime Minister and Finance Minister | 


av and the snattered trust. between the | 


fficial reserves (REVIEW, 29 Dec. '83) and - 
artly because the IMF and the 12-bank | 


at a fund mission could update 7 





A possibility now. being inve 
that certain government officia 


US dollars on the bla 
hoard these dollars, or: 
"non-priority" impor 


categories | because of tl 








On 9 et adds some c 
governor Jaime Laya was in China with 
Marcos’ powerful wife Imelda, IMF team 


' leader Hubert Niess indicated to Marcos 
that if the IMF was to continue with the 
Philippine programme, Laya would have - 


to go. The monetary data, so out of kilter, 


would have to be audited to find out what | 
had happened..All the new money in- - 


jected into the system would have to be 


reabsorbed by the central bank, and in all - 


likelihood, the effects of the money surge 
would demand a new peso:dollar parity 
shift — the third since last June — or pos- 
sibly a multi-tiered exchange rate. 

The ultimatum was clear — if the ad- 
ministrative systems for these measures 
were not in place by the final week of 
January, the IMF team would postpone its 


Scheduled return to Manila until its re- 


quirements were met. With IMF execu- 








Manila: Jaime Laya took over as "ea 1 
of the Central Bank of the Philippines on 
| 14 January 1981, shortly before the finan- 
cial sector was plunged into a crisis by the . 
escape of Filipino-Chinese businessman - 
Dewey Dee with unpaid debts of about | 
P700 million. (about US$91.5 million at - 
| that time). When Laya left the central | 
| bank in the week of 16 January this ` year, 


his successor's own baptism of fire could 
not have been less fierce. - 
Laya's posting as minister of education, 


culture and sports was a shock to the fi- E 
nancial community because it came in the 


middle of negotiations between the Philip- 
pines and its various foreign creditors on. 


the rescheduling of at least US$9 billion of 
foreign debt of 


the country's total 
iusta 7 billion. After the initial shock, 








wW le then central bank | 


















, of Seat. 







| ith new credit tight as a result of a 





. fer more than had been feared. Low raw-ma- 
_ terials inventories and the built-in delays. 
in restarting imports — once limited US 
dollar allocations for trade financing begin 
again — mean that layoffs of workers can 
be expected to increase. Reports already 
say some 1,400 firms have. applied to the 
Ministry of Labour for permission to re- 
duce their workforce. Politically, this 
could not come at a worse time for Marcos 
as he gears up for National GDN elec- 
tions in May. 

The basic problem for Virata — who, 
sources say, remains virtually the only one 
in government the IMF still trusts — is 
that he too does not yet know exactly 
what happened. As he explained to the 
REVIEW, if net foreign assets fall (as they 













































The iibihitinadi of dann e as central bank governor 


] could help the — In ts debt y nogonatons 


», however, it became clear that it was. pre- 
cisely because of the need to upgrade. the 
Philippine representation at th negotia- 
.tions that the change of horses in mid- 
stream had to take place. 
Laya's replacement is Jose. Fernandez, 
chairman and president of Far East Bank 
and Trust Co.; the country’ $ fifth largest 
- private. commercial ban int 
sources as at the en 
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Laya; Marcos: another shock for a troubled economy. ^7 


did suddenly with the discovery of over- 
stated reserves) net domestic assets must 
rise to make up the difference, assuming 
the figure for total liquidity (which equals 
foreign plus domestic assets) in the system 
is accurate. - 

If the reserves figures had been over- 
stated since March 1983, unreported net 
domestic assets could have begun to be 
built up then as well. Thus, when the re- 
serves were corrected in the central bank's 
data, domestic credits (currency and the 
like) would also have shown a sharp rise in 
the fourth quarter. Virata says he hopes 
that is what happened because the IMF 
might be less severe with the Philippines if 
it in fact turned out that money-supply 
growth existed prior to the fourth-quarter 
bunching and was simply not reported, 
owing to reserve overstatements. But if 
the printing presses were run hard and fast 


style in operating a bank was a major fac- 


tor in the internationalisation of Far East . 


Bank, which Fernandez founded in 1959 
after leaving the now-defunct Philippine 
Bank of Commerce. *Jobo," as Fernan- 
dez is called by his associates, was also 
either chairman or director of more than a 
dozen big corporations whose interests 
range from insurance to mining and hotel- 
operating. He is the second private banker 
to have become governor of the 35-year- 
old central bank. 


Fu has extensive contacts in in- 
ternational banking (Far East Bank has 
Chemical Bank of New York and Mitsui 
Bank of Japan as minority partners and 
Fernandez is a member of Chemical 
Bank's international advisory board), 
which makes him an ideal choice for the 
top central bank slot at this critical stage of 
the Philippines' debt-rescheduling talks. 
The central bank's credibility has been 
tarnished by a number of book-keeping 
discrepancies in recent months — a dou- 
ble-counting of one loan for a government 
agency, its failure to keep an accurate 
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in the final months after the foreign-ex- 
change crisis broke, that could be another 
matter. 

Regardless of what actually happened, 
the scandal has seriously damaged rela- 
tions with the IMF. The Letter of Intent 
Signed by Virata and in principle approved 
by IMF managing director Jacques de 
Larosiere in November 1983 has to be 
completely revised. A new data base must 
be worked out yet again and new targets 
set as performance criteria for the seven- 
tranche standby credit. The large number 


of disbursements means frequent if not 


constant IMF monitoring of the situation. 

The government still plans to boost ex- 
port revenues during 1984 by 15% 
through higher prices for agricultural and 
other raw-materials commodities, while 
imports will fall 14% as the priority-allo- 
cation system slashes the normal US$500 


track of foreign debts incurred by public 
and private institutions, an overstatement 
in the country's international reserves and 
most recently inaccurate monetary data. 
The International Monetary Fund and 
some foreign banks involved in the re- 
scheduling negotiations reportedly were 
disenchanted with Laya's handling of cen- 
tral bank operations and record-keeping 
following discovery of these discrepan- 
cies. 

Laya's reassignment was announced by 
President Ferdinand Marcos at a caucus of 
the ruling party, the Kilusang Bagong 
Lipunan, on 11 January, just a day after 
Laya returned from a trip to Peking as part 
of the entourage of Marcos' wife Imelda, 
and two days after an IMF team called on 
Marcos at the presidential palace. 

To Laya's credit, however, is the setting 
up of mechanisms for a programme to 
strengthen the country's financial system. 
The scheme involves the encouragement 
of more universal banks and reforms in 
the local interest-rate structure. The cen- 
tral bank's capitalisation was greatly in- 
creased during Laya's term to place it in a 
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million in imports per month to a bare 
minimum of US$300-350 million. 

Including a reduced estimate for 1984 of 
US$1.6 billion (from 1983's US$2.1 bil- 
lion) for oil imports, that would mean à 
current-account deficit of US$1.5 billion 
for the year. Assuming the government 
eventually gets the new credits and re- 
scheduling needed under the restructuring 
plans, the balance of payments could show 
a surplus of more than US$900 million, all 
of which will go towards replenishing re- 
serves. 

The new exchange system should be in 
place before the IMF standby approval, 
which at the earliest would be in mid-Feb- 
ruary. (There is a standard four-week 
period then before the IMF executive 
board considers the programme). Thus, à 
new exchange rate may be set by the end 
of January. One choice is to refloat the 
peso once trade financing restarts. But 
while the government says the banks have 
agreed to begin before February, bankers 
say that is unlikely until de Larosiere’s ap- 
proval. 

The other (more likely) alternative 
would be a multi-tiered system whereby 
priority imports such as oil, food, fertilis- 
ers and drugs would be pegged at, say, 
P17-18:US$1. Non-priority goods would 
float at the market rate (currently around 
P22:US$1). While the IMF generally 
frowns on dual or multi-tiered systems, it 
lias acceded to these in several Latin Ame- 
rican countries experiencing similar dif- 
ficulties to those of the Philippines. 

Meanwhile, the moratorium by 350 
foreign creditors on debt-principal repay- 
ments by the Philippines has been ex- 
tended by a further 90 days from 17 
January. oO 


aaa 


better position to carry out this overhaul. 
One of the most immediate concerns of 
the new central bank governor is the im- 
pending tightening of credit that may 
force some smaller financial institutions to 
fold up. However, this still seems to be in 
line with the government objective of 
promoting institutions with larger finan- 
cial bases capable of going into longer- 
term financing. How this can be done in an 
orderly fashion will be among Fernandez’ 
early tasks, on top of the cleansing of the 

central bank's internal affairs. 
Meanwhile, Marcos and most govern- 
ment leaders insist that Laya's transfer to 
the Education Ministry represented a 
promotion for the former budget minister. 
Given that teachers — some 350,000 of 
them nationwide — play a key role in elec- 
tions, Laya's new post is indeed a more 
politically sensitive one. Laya's mettle at 
the new job faces an early test this May 
when the ruling party presents itself in the 
scheduled parliamentary elections amid 
growing dissatisfaction among the people 
owing to the current economic difficulties. 
— JOSE GALANG 
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price improvements for these two com- 
modities, failure to develop high- ee 
cash-crop production in Sarawak's 

terior or to increase value-added in a 
er and agricultural exports could imba- 
nce the trade-dependent economy fur- 












In the first nine months of 1983, 
awak's trade surplus exceeded that in 
corresponding period in 1982 by an im- 
pressive M$854 million (US$365 million). 
By 30 September, the state had earned 
M32.05 billion, two-thirds of which came 
| etroleum and natural gas and a fifth 
m timber sales. 

reason for the continuing trade 
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s is simple: since 1980 Sarawak has 




















































i price falls in its major exports, “out- 
ducing the. recession" by exporting 


ases in palm-oil, saw-logs, sawn-timber 
petroleum volumes more than offset 


oduction: | 
he dependence on petroleum and 
ber volumes has grown rapidly, how- 


| uu on stream of liquefied natural gas 
NG) exports from Bintulu. The first 


n $494 million — representing 
the. growth in Sarawak's 
rom 1982 to 1983. 
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ird and current fourth Malay- 
industrial development in Sara- 
taken a back seat to resource ex- 





federal government levels, no 
government investment  pro- 
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Kuching: The turnaround in plantation- 
ommodity prices in Peninsular Malaysia 
nd elsewhere in Southeast Asia has 
egun to have an impact on Sarawak. But — 
roleum and timber remain the East 
falaysian state's big earners and though a 
sustained world recovery also implies 


1 increases in production to over- | 
t-larger amounts of oil and timber. In- 


falling. rubber, pepper and coconut-oil | 
ier. with. ference on petroleum becom- | 


nsignment. left.for Japan in January 
3 and by the end of September, LNG | 


trade | 


orth of on daring the first | 
ont - 1983 came from the oil and | 


ah Siria is widely noted. at t the | 


imed at reducing this depen- 


value-added processing. of re- | 


Sarawak's infrastructural facilities 


especially the communications and energy - 


sectors — and at improving the relative 


tion agriculture. State-funded organisa- 


tions such as the Sarawak | ‘Economic | 
the | 


Development Corp. - (SEDC), 
Sarawak Land Development Board and 


the Sarawak Land Reclamation Authority a 
also have investment objectives. which, | ti 
taken as a whole, aim at diversification of T 


the state's economic base. Yeteven these 
(including SEDC projects) are at the pri- 
mary-production level or are directed at 
the supply of construction materials Or 
urbanservices. ... 

Although from. 1969 to 1981, 250 indus- 


trial projects became operational, this fig- | 
ure hides a fairly high number of casual- 
ties, especially among government-spon- - 


sored enterprises. Many "industrial 
schemes" essentially have been little 
more than suppliers of local urban ser- 
vices. By contrast, at the end of 1983, 


only two palm-oil mills existed throughout | 
the state — despite HEISE oil-palm 


cultivation. 
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it growing pepper has not led tothe 
1 of processing facilities to enable 
sales of pepper to Sarawak's major 
umers (the state is the world's largest 


[: prod cer sf white da pd 
contribution from smallholder and planta- Ba 
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hilippines that force log- 
iefly Japan, 
= to turn to 











B: in the longer term these benefits 
may prove illusory. Apart from fami- 
liar. alarm about too-rapid forest deple- g 
tion, the continued export of logs has re 
tarded Sarawak’s own Timber Industry 
Development Plan, which several years 
ago envisaged progressive establishment 
of more sawmills, to be followed by 
veneer, plywood, blockboard and 






finished-wood facilities. 
The Timber Development Corp. be- 
-the desirability of more 


lieves | in 





Winner among losers 


The Sarawak Economic Development Corp. finds 
that pragmatism pays. when it comes to profitability . 


Kuching: In a country wher even thè- 


government-run newsagency describes 


Malaysia’s 13 state. economic-develop- | 


ment corporations as “closely associated 
with business failures," the turnaround in 


the business fortunes of the Sarawak : 
Economic Development Corp. (SEDC) | 
commands considerable respect — par- - 


ticularly because it was achieved. in the 


thick of the 1982 recession and because it 


was accomplished so quickly. | 
The SEDC, established in 1972, has 


wide corporate objectives. beyond ordi- ] 
nary uiu pine or stimulation of | 


text meaning most non- Chinese) t parta 
pation in industry in accordance with the 


New Economic Policy, which aims | 
to transfer into bumiputra hands 30% of i 


a equity in Malaysia by 1990. 
SEDC began with a direct grant of M$4 

million (US$1.71 million) from the state 

government, and since 1974 it has re- 


ceived annual allocations from both state |- 


and federal funds. In 1981 finance from - 


both these sources reached M$48 million, 
but since then allocations have been re- 





directed at building "Pp  -— 
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: sel 


duced in line with Chief Minister Datuk 
Patinggi Taib Mahmud's desire to have 
SEDC operate on a genuinely commercial 
basis. 

Tf this criterion were to be strictly 
applied to most of Malaysia’s other state < 
economic-development corporations, the 
result would be reasonably rapid closure 
of many of them. They are regarded as 
being. rather too much in thrall to state 
governments and rather too weak in man- 
agerial expertise. Most post annual losses. 

In 1982, SEDC's group of companies 
grossed a pre-tax profit of M$20.7 million, 

17 times the 1981 result. Balance-sheets 
for each trading month bear out the claim 
that each of SEDC’s 20 subsidiaries, asso- 
ciates and investment companies is “pro- 
fit-generating," though Some t of the more 
social-action-oriented co as - 
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animal-feed plant G an associate), a 
per-trading company (in which SED! 


an 18% stake) and anothe 
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In the whole of Sarawak, 
wills are functioning, cutti 
rom. peat-swamp: fo: 


min wood 
s for the Euro- 
th M$101 million 


one veneer mill 
y are now operat- 


e and woodworking |. 

local market. Although 

logging licensees may relax in 

lation of resources, im forestry- 

ve areas estimated to exceed 5 billion 

^ft of timber, some critics argue this | 
d 





iore downstream 
crease the value- 
have strong words for agricul- | 
lopment strategy, too. Sarawak, 
has failed:-to.devote enough re- | 
ov smallholder cash-cropping, 
sent contributes only 4.2% of 
' ts yet engages most of the 
8096 of Sarawak's population who still live 
in rural areas. Some government schemes 
suffer from an over-emphasis on non- 


sources 
which at pre 
export receip 








stake firm (33.3%), doing insurance | 
brokerage business — show rising trends 
of profitability this year on the basis of | 
profit margins and rate of return on capi- - 
tal employed.. | | 
Nonetheless, most of SEDC's earlier 
embarrassments, including its most prom- 
inent failure, a trading operation develop- 
ing bumiputra retail business, have now 
been liquidated or are showing profitabil- 
ity. A shrimp-exporting company and a 

_ joint-venture fertiliser concern have been 
ysed and another embarrassment, the - 
. Sabah Flour and Feed Mill at Labuan, a 
50:50 joint venture between SEDC and its 
Sabah equivalent, has now become profit- 
shake-up 














































































able after a major management 
in April 1982. 








fn an interview, SEDC executive chair- 
— Aman Effendi Norwawi said the profita- 
bility of SEDC rests on several factors. | 
= First, he has installed a computerised - 
"monthly audit and accounting system. 
Second. his staff are picked for their com- 
petence, not their race. Of the 48 positions 
classified as "executive level,” Effendi | 
says, 22 are filled by Malays, 10 by mem- 
bers of Sarawak's various indigenous 
groups and 16 by Chinese or Eurasians. 
It is the presence of highly motivated 
graduates and the absence of enervating 
. political intervention that, says Effendi, 
-> enables his staff to make decisions based 
primarily on commercial considerations. 
On ficiary from the new realism - 


e benefic 
rvading the SEDC is the flour and feed 
























































economic criteria, especially in 
sites for government-sponsored crop-im- 
provement schemes. The co 
home to many supporters of the dominant 
“party wi 1 

alition government, are mentioned by op- 
position po 
portionat 










merchants Gold. 
tensibly participat 
in helping to revi 
Mill, has employed mainly Singaporean 
managers to help put th | : 
right. It is al 
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| 1,261,330 |: 


“Source: Sarawak Timber Industry Develop- 
ment Corp. = > P * P 








Coin, which, though os- 
ing from Kuala Lumpur 


vive Sabah Flour and Feed 


y help ie management 
ight. It is also obvious that the most pro- 
fitable concerns that SEDC has managed 
BMW cars or Japanese trucks by Sarawak 
Motor Industries (SMI) — have been di- 
vested promptly once profitability was as- 
sured. Of the three currently most profita- 
ble concerns in SEDC's stable, two have 
been partly divested to bumiputra in- 
terests while SMI has been sold off com- 
pletely. 


s track record since 1981 makes 
reading: group turnover is now 
ata monthly average of M$18.4 million. 
Two of last year's loss makers — Sabah 
Flour and Feed and Cement Manufactur- 
ers Sarawak — now net M$7.7 million and 


impressive 


.M$800,000 a month respectively. The 


SEDC also has a 5196 holding in a joint 
venture operating the Kuching Holiday 
Inn, a profit-maker from its inception. 

The choice before SEDC now is to re- 
main in corporate fields where risks, after 
management revamping, have become 
minimal or to use its present 
to move into unknown terrain. 

One of these is construction, and man- 
agement ona commercial basis of low-cost 
bumiputra retail shops. Another is à 
wholly SEDC gamble in the aquaculture 
and sago-palm improvement schemes in 
the Mukah area of Sarawak's Third Divi- 




















profitability. 













ted: People's Part 
seats, the Parti Bansa Dayak Sara 
seven seats and the Sarawak N 
Party has eight seats.) | 

The government does not have € 
choices, however, in its options for 
ricultural investment. Most of the pop 
tion inland practises traditional 
ronomy, including slash-and-burn agi i 
ture. Only pockets of the vast (12 
kms) territory contain good soils. I 
tion, politically guaranteed restri 
the alietiation of native customary tt 
lands impede quick improvements. ES 



























T: relative technological backwar 
and inaccessibility of Sarawak s 
Malay indigenous peoples. who 
almost 4796 of Sarawak's total 
of 1.43 million people largely accoun 
the state's comparative poverty. 
capita income is now M$1,600 compe 
with an average M$4.327 for Malaysia 
whole. . 
Past attempts to dramatically in 
agricultural earnings bv opening u 
lands have also not met + 
conspicuous success. High-level ure 
Kuching point, for example, to 10s: 
the. Sarawak. Land Development © 
that may exceed M$200 mi thon from itt 
tenipts to develop oil-palm plantations 
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sion. For these schemes, SEDC will rel 
on consultants from Tate and Lyle « 
tain. 

One enterprise that sen 
agement remains wary of is 


into what is expected to be Malaysia 
Japanese sogo shosha-style trading ho 
a collection of business operations of 
ing various types of expertise for ex 
which carries the imprimatur of. 
Minister Datuk Seri Mahathir Mc 
It is understood that a sogo shosha e 
prising the Peninsular Malaysian fi 
Kobena. certain Kim Suan Seng intere 


















y supplies most of 
ing's beef, but from a 600,000-acre € 
station in Australia’s Northern T 
tory). 

A glimpse of future corporate st 
was provided by Effendi when he 
that a property base for SEDC's pre 
bility would enable higher-risk ven 
with more “development bias” | 
undertaken: - — JAMES 
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Sarawak's Fourth Division. (Sarawak is 
divided into seven divisions, or territorial 
sub-units. In each division there is a dis- 
trict officer but no separate political au- 
thority.) Settlers have abandoned part of 
the land as being either unsuitable for sus- 
tained cultivation or because bulking (pre- 
shipment storage of crude palm oil) and 
transport facilities have not kept pace with 
production. A palm-oil bulking facility, 
planned as part of the Bintulu port deve- 
lopment, remains uncompleted. 

Sarawak’s Chief Minister Datuk 
Patinggi Taib Mahmud in an interview ag- 
reed that the state has made mistakes. 
Taib, who has held the post since 1981 and 
formerly was federal minister of primary 
industries, wants to start new plantation 
schemes in areas of native customary title, 
using the concept of “minimally viable 
economic areas” as a device to achieve 
more concentrated settlement of inland 
peoples, especially in the rugged Third 
and Fourth Divisions. 

“Without concentration, services can- 
not be delivered, nor can agricultural pro- 
duction be marketed,” he said, accepting 





that much of Sarawak’s development to 
date has occurred beyond the reach or 
understanding of non-Malays and non- 
Chinese. 

For the remaining years of this decade, 
Taib sees rural electrification and road ex- 
tension as high-priority tasks. Mini-hydro 
and large-scale hydroelectric dams on the 
Pelagus river will supply (in over-abun- 
dance) Sarawak’s own electric power 
needs, and much of the surplus is ex- 
pected, if feasibility studies are favoura- 
ble, to be transmitted to West Malaysia in 
the world’s longest submarine cable due 
for placement later this decade. 

Apart from federal development funds, 
Taib can rely on World Bank loans for irri- 
gation and drainage schemes and on fi- 
nance raised by joint ventures which, 
working with a new Land Consolidation 
and Development Authority (LCDA), 
will rent 44,000 ha. of native customary 
land for a fixed term. 

A particularly innovative move centres 
on a pilot tea-planting project using 203 
ha. of hill riceland in the southwest border 
region. As the first tea plantation in 
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Sarawak, the M$5 million — likely to be 
expanded if successful — project is being 
managed by the London firm Tate and 
Lyle, which also has put M$360,000 into a 
small processing plant on the estate. 
Labour comes from the land’s customary 
owners, Bidayuh Dayaks, and the balance 
of investment comes from a government 
agency, the Sarawak Land Consolidation 
and Rehabilitation Authority. The tea will 
be exported to blending centres in Sri 
Lanka. 


I order of export significance, Sara- 
wak's main crops are pepper, rubber, 
oil palm, sago and cocoa. Pepper small- 
holders still have 15,000 ha. planted, but 
merchants, not growers, have benefited 
from a doubling in price since August 
1983. The long slump after 1980 (caused 
by oversupply from other producers, 
especially Brazil), led to the abandonment 
of thousands of trees. Replanting is now 
under way. | 

The area planted with rubber exceeds 
by seven times the pepper-tree area, but 
yielded in 1983 only 80% of pepper's pro- 
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ceeds. The rubber-price rebound this 
month (now a steady M$2.64 a kg) has 
missed many smallholders who tap aging, 
poor-yielding trees. 

Of the remaining crops, oil palm 
(24,000 ha.) and cocoa (9,000 ha.) favour 
plantation-style methods, while, at the 
other end of the scale, sago flour (sold 
mainly to Japan) comes from the tradi- 
tionally cultivated 16,000 ha. of coastal 
sago palms. 

There are signs that some of the more 
responsive government agencies — nota- 
bly the SEDC — are making belated ef- 
forts to apply modern plantation exper- 
tise, much of it now available from re- 
cently Malaysianised plantation firms in 
West Malaysia, to areas of potential deve- 
lopment. To date, however, results of 
state-led plantation-crop investment have 
been mixed. 

These detractions seem carping when 
Sarawak’s government finances are re- 
viewed: the allocation of 60% of any gov- 
ernment’s budget (M$937 million in 1983) 
to development spending is the envy of 
most countries; by comparison, the fed- 


e 
eral government in Kuala Lumpur de- 
voted only 37% of its 1983 budget to deve- 
lopment. 

Underpinning this, as noted, is 
Sarawak’s robust payments position; yet 
buttressing the books is a resource-extrac- 
tive economy which some economists be- 
lieve is only justifiable if it finances the 
foundation of a diversified economy offer- 
ing roughly similar opportunities to all 
segments of the population. On this score, 
politicians from the chief minister down 
agree there is room for improvement. 

Any major redirection of Sarawak 
development spending must rely in future 
upon increased local sources of revenue 
and upon widened opportunities for pri- 
vate equity participation. In its willingness 
to share management and equity with out- 
side companies, the SEDC has shown the 
way, as has the LCDA, leasing native cus- 
tomary lands. 

Revenue cannot be arbitrarily in- 
creased from export-commodity royalties 
on the export of timber and oil,as both are 
value-dependent rather than an absolute 
charge. Resources for agriculture or for 
more downstream processing of local re- 
sources will not come from a federal gov- 
ernment imposing stiff controls on its 
own development expenditure (down 
23.3% for 1984 on the year before). 
Federal funds are understood to finance 
at least 7575 of Sarawak's development 
spending, though none of its operating ex- 
penditure. 


The just-concluded mid-term review by 
the Prime Minister's Department of the 
fourth plan will almost certainly break a 
pattern set during the second and third 
plans whereby substantial increases in 
funds were made available to Sarawak 
after each mid-term review. In contrast, 
by 1986 the state will be receiving consid- 
erably less than the M$2.5 billion origi- 
nally budgeted in the current plan. 

Sim Kheng Hong, Sarawak's state fi- 
nance minister, refuses to be drawn by 
questions of how Kuching can make good 
shortfalls in federal funds for develop- 
ment expenditure. Federal development 
grants to all the Malaysian states reached 
M$888 million in 1983, 24% of total state 
revenue receipts. Sarawak's dependence 
was somewhat lower, at around 15%. But 
dependence on oil and gas and on timber 
for two-thirds of total revenues suggests a 
strong need to consider new revenue 
sources. 

Meanwhile, however much government 
policies may be open to criticism, there is 
no clearly articulated alternative among 
opposition elements, only rather vague 
Suggestions. For instance, opposition 
Democratic Action Party (DAP) federal 
MP Sim Kwang Yang wanted the “timber- 
licence casino” halted and more infras- 
tructural development (roads, electrifica- 
tion, and so on) in the interior, along with 
job-creation schemes — which could 
come from more timber-product proces- 
sing. But in general the DAP tends to con- 
centrate more on issues of interest to the 
Chinese community, such as Chinese cul- 
ture and the extent of Malay-language 
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CHOOSE YOUR PROJECT BANK 
(OT ONLY FOR ITS RESOURCES, BUT FOR 
ITS ABILITY TOORCHESTRATE 


THEM ON YOUR BEHALE 


There are only a handful 
” 7 Jof banks in the world 
e which have what it takes 
o b perform a lead role in project 
inancing Because very few banks 
ave the finely 
uned financial and 
echnical expertise to 
riginate a tailored finan- 
ial proposal, as well as a 
apital base large enough to 
ake the major loan commitments 
equired for world-scale projects. 
At Bank of Montreal, 
ve've compiled an enviable 
ecord in international project 
inance, not only because we 
iave these resources, but because 
X our proven ability to orches- 
ate them professionally in a 
reative risk-sharing arrangement 
vhich best fulfills the objectives 
f both lender and borrower. 
Bringing into play their 
ormidable knowledge of 
esource extraction, delivery and 
arketing, our engineers act in 


concert with our bankers to 
design a proposal which 
is perfectly tuned to 
your needs and accu- 
rately reflects the risk 
- profile of your project. 
These specialist teams 
‘within our Merchant Banking 
Group form a Project Finance 
unit whose professionalism 
is unexcelled, and whose per- 
formance has made 
Bank of Montreal a respected 
player in the international 
financing community. 
Their mobility, co-ordi- 
nation and in-de pth 


MN knowledge of strategic 
hà. 


markets allows 
them to bring a global 
perspective to your specific 
requirements. 
Contact your 


Bank of Montreal Account Manager, 


or Project Finance, Merchant Bank- 
ing Group, First Canadian Place, 
Toronto, Canada. Telex: 06524041. 
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ECONOMIC RELATIONS 


Yeu cui dii ad 


A step, not d leap 


The Chinese premier's US visit yields minor returns 
— the missing component being nuclear-plant imports 


By Richard Nations 


Washington: Visiting Chinese Premier 
Zhao Ziyang carried Sino-United States 
relations a step further forward with an in- 
dustrial-cooperation agreement, but 
failed to achieve the great leap of signing 
the nuclear treaty necessary to clear the 
way for imports of American nuclear reac- 
tors. 

The industrial and technological coope- 
ration agreement signed on 12 January by 
US President Ronald Reagan and Zhao 
— China’s first such agreement with any 
trade partner — was hailed by American 
officials as “providing a major signal to 
the Chinese bureaucracy that it's all right 

. to buy American.” 

But the agreement, unlike an invest- 
ment treaty, commits both sides less to 
specifics than to a general spirit of coope- 
ration. Under the agreement, China 
would provide advance information on 
major industrial projects in which it wants 
US participation, and the US Govern- 
ment would reciprocate by funding feasi- 
bility studies and facilitating consultations 
and bidding. During the course of this 
year, specific sector protocols will be 
negotiated in coal, offshore oil, oil-supply 
equipment, electronics, railways and tele- 
communications. 

An official at the National Council of 


US-China Trade viewed the agreement as 
*so many platitudes" but welcomed it as 
part of a negotiating process which gradu- 
ally is zeroing in on the real issues of tax 
and investment treaties. These negotia- 
tions are likely to be advanced when US 
Treasury Secretary Donald Regan goes to 
China on 19 March, when the tax treaty 
may be signed. But an investment treaty 
remains a long way off. 

The big prize — a peaceful nuclear- 
cooperation treaty which would open the 


á 





way for the American nuclear technology 
China prefers — eluded Zhao, but he nar- 
rowed the differences substantially. China 
recently applied to join the International 
Atomic Energy Agency and agreed to 
open its facilities to international 
safeguards. In addition, Zhao carried the 
Chinese position further forward in a 
major policy statement, declaring that 
China does “not engage in nuclear prolif- 
eration ourselves, nor do we help other 
countries develop nuclear weapons.” 

This, however, is not good enough to 
satisfy the 1978 US Nuclear Non-Prolifer- 
ation Act which calls for specific treaty 
guarantees requiring US permission be- 
fore any US-supplied nuclear materials 
are processed or enriched, or before any 
plutonium or uranium is stored. Talks 
have stopped at this point and US officials 
are only “hopeful” that an agreement can 
be reached by the time Reagan goes to 
China in April. 





Zhao and Reagan sign the agreement: ‘a major signal. - 










By Mohan Ram 
New Delhi: India has threatened to quit 
the International Atomic Energy 





Agency (IAEA ) if it is downgraded from 
its position in the agency as one of nine 
designated governors — a category re- 
served for advanced nuclear nations. 
The crisis is a result of China's projected 
entry into the 110-nation world body. 
The Western powers that dominate 
the agency want China accommodated 
as a designated governor „but at India's 
cost. India, however, thinks this is better 
done by the West pruning its representa- 
tion in this category on the 34-member 
board of governors. On the board, three 
members are non-designated, having the 
status only of regionally advanced nu- 
clear states, and India would not counte- 






















gory. The agency's remaining 22 mem- 
bers are elected by rotation. 

India is not a signatory to the Nuclear 
Non-Proliferation Treaty because New 
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nance being downgraded to this cate- | 


The nuclear face race 


India may quit the International Atomic Energy Agency if its 
status is downgraded to accommodate China's membership 


Delhi views it as discriminatory against 
non-nuclear nations. But India has reit- 
erated that it will not make atomic 
weapons and that its nuclear programme 
is geared to non-military needs. 

However, India claims to be the only 
country other than the United States, 
the Soviet Union, Britain, France and 
China to have achieved the status of a 
globally advanced nuclear state by virtue 
of its achievements in the field. India is 
seen as a "threshold" nuclear power — 
capable of making a bomb but having de- 
cided not to do so. India claims to have 
developed a complete fuel cycle and re- 
processing facilities; it says it is planning 
to build. and operate fast-breeder reac- 
tors. 

New Delhi's apprehension is that, if it 
is shifted to the category of regionally 
advanced nuclear state, it might find 
Pakistan staking a claim to share its seat 
or to get elected to a seat in its own right. 


| Canada and India, with Belgium and 
| Italy sharing one seat. In New Delhi's 


India wants nothing less than a perma- 
nent position as a governor. 

The present board of governors will 
meet in February to develop a procedure 
to accommodate China. It meets again in 
June before its term ends. If India loses 
out, it will be serving formal notice of its 
decision to quit the world body after the 
June session. 

Several nuclear installations in India 
are governed by safeguards agreements 
which are being enforced by the IAEA, 
a regulatory body. Once outside the 
IAEA, India can repudiate all the agree- 
ments made under the agency's au- 
spices. Although it has no intention of 
doing so, fear of such repudiation might 
persuade the West to accommodate 
China without undermining India's posi- 
tion. 

This might mean reversing an earlier 
decision to freeze the number of desig- 
nated members at nine after Taiwan's 
seat became vacant. The designated gov- 
ernors now are the US, the Soviet 
Union, Britain, France, West Germany, 








view, either the West has to lose one of 
its places or China will be allowed to take 
the Taiwan seat. 































amabad: The Kremlin's policy towards 
istan appears to be one of carrot and 
ck. The two signals came thé same day 
ast. month when Finance | Minister 
lam Ishaq Khan retutned from six 
ays of “warm” talks with Soviet leaders, 
iile-the Soviet Ambassador V. I. Smir- 
warned Islamabad to stop “aiding” Is- 
nic. rebels in neighbouring Afghanistan. 
Ishaq Khan, the top economic decision- 
iker, said of his talks in Moscow that he 
tnessed "a greater warmth from the 
iet side than ever before." Ishaq Khan 
d he told the Soviets that Islamabad 
niid welcome any change of heart in the 
emlin if this resulted in aid for Pakis- 





rye plan epis and larger trade 


esponded favor urably; he-said. 
bad Lr aid and. trade my 






































y Salamat Ali 
New Delhi: Moscow's carrot-and-stick 
tment is interpreted by most observers 
rtherance of the so-far patient and 
rm Soviet objective of “Finlandisa- 
kistan. Some also interpret it as 
o India. that Moscow’s eco- 
ances’ to Islamabad are- not 
downgrading the long-standing | 
et strategic ties. Analysts point 
inance Minister Ghulam Ishaq 
irrival in Moscow coincided with 
1edia publicity of a politburo re-s 
on reaffirming Soviet economic, po- 
nlitary support to India. 
ally, early" last December, 
layed host to a delegation of five 
aded by the chairman of India's 
Energy C ssion, Raja 
he- delegation discussed the 
viet offer of a giant 1,000-mw. 
wer station. The delegation re- 
pressed with the technological 
and. operational e ciency of 
'actors now in operation. : 
ginal Soviet offer was. made in 
former politburo chief Alexei | 
jn to the then Indian premier 
Desai and repeated by late Soviet. 
ident. Leonid Brezhnev to Indian 
: Minister Indira Gandhi in 1982. But 
ans found that. the d, J00-mw. 














s resource-starved US$37 billion sixth - 


s greater warmth than betore. 
d ;alings with Pakistan 


Asked about the possible reason for the 
Soviets' positive response to Pakistan's 
approach in the economic and trade — 
fields, Ishaq Khan admitted: “I do not 
know." He said he had met half a dozen 
ministers, including those dealing with 
foreign economic relations, energy, con- 
struction and special maintenance pro- 


. jects. He also met heads of state planning | 


and trade 


organisations. The finance 
minister had a long meeting with I. V. Ar- 
khipov, first deputy prime minister of the 
council of ministers. 

The two sides struck a deal in Moscow 


under which the Soviets are to provide 


* 
€— —— ———————— ——— r 













machinery | is to start arving in ear ly 1986. 


US$277 million “on fairly soft terms” to- 
build a 630-mw: thermal power station at 
Multan, in central Pakistan, where a 
number of manufacturing units, particu- 


¿larly agri-based industries. are being es- 


tablished. The Soviets are also to provide 


| commercial credits for other facilities for 
the thermal power station. They will build 


the station on à turnkey basis, and 


bacow appears to > be be sign railing to India that friendship with 
akistan wil! not undermine the longer-standing relationship 


power plant would require a new grid, for 
the existing one could not cope. The 


Soviets proposed that India should buy: 
two of the 440-mw. reactors now being | 


produced at the rate of eight plants a year 
at the Soviet Union's Tommash industrial 
complex. They argued that most of the 
new nuclear power plants being set up in 
the Soviet Union and Eastern Europe are 
based on the 440-mw. reactors. 

India has vet to decide on the desirabil- 
ity of opting for Soviet reactors based on 
imported enriched uranium that could 
lead eventually to external political pres- 
sures. Indian experts debating the issue 
are divided into two groups. One favours 


concentrating on standardisation of local. 


nuclear power-plant. designs based on na- 
.tural uranium and light water. — 

The other favours the offer, but only if 
| the Soviets agree to assist in creating in 
India uranium-enrichment facilities based 


on laser technology that is considerably. 


| superior and far less expensive than the 
centrifugal method. But the second op- 
tion, even if made available, would inevit- 
ably lead to suspicions abroad that India is 


indirectly acquiring nuclear-weapons. 
capability. 
Meanwhile, some time after Ishaq 


t Khans Moscow visit, a News of 
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equipment and also:mod 


machinery plants. 


detailed examination and:adoption 1 


was. ica by the Soviets tha hey 
would like economic collaboration to be 
maintained at “a high level" on comple- 
tion of a steel mill, built with Soviet aid, in- 
Karachi. The steel mill, Pakistan's first, is 
scheduled to go into full production this 
ear. Moscow has provided credits total- 
ling US$800 million for the works, which 
will produce 1.1 million tonnes of steel a 
year. 

. Pakistan. ssixth plan provides 3896 of all 
allocations to energy, which is badly 
needed for industrialisation. The energy 
plans include establishing. and extending 
hydro, thermal and nuclear power plants, 
some of which will be: basedonc L 
ral gas or oil. 








" "he Pakistani team. accompanying. 
finance minister returned with the feet: 
ing that the Soviets would have the exper- 
tise and equipment to build such power 
plants, ^Given this background and the 
desire of the two countries to.collaborate 
in this field, it was but natural to consider 
energy for the new substantive economic 
Coop Tanon between. Pakistan and p iun 





[uia one sof the t two. | major Indian na- - 
tional newsagencies, reported from Mos- 
cow (on 10 January) that the Soviets had 
not offered Pakistan a nuclear plant. Un- 
identified Soviet official sources quoted 
by the Indian agency declared that the 
Soviet Union had not. and would not, 
agree to install such a plant. 

Describing the proposed Soviet-Pakis- 
tan nuclear collaboration as a canard 
planted by the United States, the Soviets 
asserted that Washington w Hy 
conceal its own. complic 
Pakistan produce its own “Islamic bomb” 
that could be directed against any of Is- 
lamabad's neighbours. | 

Apart from the. cancers nuclear 2 
reactors, the Soviets during Deputy Pre- j 
mier I. V. Arkhipov’s New Delhi visitlast - 
December offered India a new steel plant, 
help in modernisation of existing steel 
plants, installation of one or two major 




















thermal power plants to-feed the Andhra. 


aluminium complex and other industrial 
units, expansion of collaboration in fer- 
rous and non-ferrous metals, and power 
rnisation of the 
Ranchi heavy-machinery t 
asthe Durgapur minin 
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"sick" oil wells. These projects are due fo 


anew economic cooperation: protot 
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bs Union" following the steel mill, 
Ishaq Khan said. 

During the talks, Pakistan invited the 
Soviet Union to participate in construc- 
tion of a US$3.7 billion multipurpose dam 
at Kalabagh and a US$1.7 billion nuclear 
power plant at Chashma, which will gen- 





tocols are on trade and scientific and 
technological cooperation. 
~The new trade protocol for 1984 pro- 
vides for record Indian exports to the 
Soviet Union worth Rs 20 billion 
(US$2.11 billion), 25% higher than esti- 
mates for. 1983. The protocol forecasts 
two-way turnover of Rs 38.4 billion 
against 1983 estimates of less than Rs 31 
billion. Main Soviet exports to India will 
be crude oil, petroleum products, metals, 
machinery, newsprint, cement, fertilisers 
and aluminium. 
.. Indian exports will be textiles, blankets, 
knitware, shoes, garments, pharmaceuti- 
Is, linoleum, cables and equipment for 
the dairy industry. India's new exports this 
year will be soyabean extractions, oil 
cakes, sugar, engineering goods and re- 
sins. However, signing the protocol on 9 
December, Soviet Deputy Foreign Trade 
Minister I. T. Grishin pleaded for more 
Indian imports from his country to narrow 
the yawning gap in the balance of pay- 
ments. | 
The Soviet hard-sell of nuclear and 
. thermal power plants and. mining equip- 
. ment to both India and Pakistan has a 
. purely economic aspect, too. The Soviet 
Union is now suffering from a fallout from 
the Kremlin's sudden policy changes. The 






shift from an atomic-energy policy to a 


coal-based energy policy and then to a gas- 
based policy in the 1970s has created in the 
Soviet Union a surplus manufacturing ca- 
pacity in nuclear plants, thermal plants 
» and mining equipment. Moscow is an- 


. Xious to finde economic use for this surplus. 


duce 2, TVE W of DO jer 
1993, which will be raised to 
4,200 mws by 1995. It will also 
irrigate 9.4 million acres of 
farm land. A number of oil, 
coal and natural gas-based 
plants, though smaller in size, 
are also planned to be com- 
pleted during the sixth plan for 
which Pakistan is seeking 
Soviet and Western assistance. 

The finance minister said 
that since Kalabagh and 
Chashma are gigantic projects, 
are highly capital intensive and 
will have a long gestation 
period, no single country may 
be able to build or finance 
them. The Soviet Union could 
join one of the international 
groups. He said the Soviets 
have “promised to study these 
two projects and let Islamabad 
know their response at an early 
REVIEW MAP date. ” 
Substantive talks also were held on two 
projects related to the Karachi steel mill. 
These are the building of a prefabricated- 
house plant, using the construction base of 
the steel mill, and the upgrading of a train- 
ing school at the mill to provide highly 
skilled specialists in metallurgy. 

The relevant Soviet organisations will 
shortly contact Pakistani businessmen for 
the setting up of downstream industries 


This announcement appears as a matter of record only. 
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dink a cy — t Me UO 
large-dinppeter pipes. The Soviet Union: - 
has also promised to assist private Pakis- 
tani enterprises to establish industries i in 
which the Soviets have a competitive _ 
edge. 

The two countries have also agreed to — 
step up trade. They will each exchange 
goods worth US$90 million during the fis 
cal year ending 30 June 1984, an 80% in- 
crease over 1982-83. In addition, Pakistar 
will export US$30 million worth of goods 
under its repayment agreement with Wo 
Soviet Union. 

Exports from Pakistan under the. rj 
1983-84 agreement will include cotto i 
textiles, ready-made garments, bed linen, 
towels, spectacle frames, leather and 
leather garments, carpets and rice. Soviet - 
exports to Pakistan will include tractors 
both in fully assembled and knocked: 
down condition, general machinery - 
and spare parts, machine tools, power 
and electro-mechanical equipment, ir 
cluding power transformers and power 
generators. 3 

On the day of the finance minister's re- 
turn from Moscow, Smirnov; threatened — 
that the Moscow-backed administration - 
of President Babrak Karmal in Kabul and 
the Soviet Union would have to jointly ac Y. 
against Pakistan if Islamabad did not stop 

"aiding" Islamic insurgents in Afghanis- 
tan. Pakistan denies assisting the tein 
tance. x 


























































































































y Richard Nations | 


fashington: The World Bank will be 
ced to cut its interest-free loans to the 
orld’s poorest countries over the next 
ree years after failing to budge the Unit- 
d States from its refusal to donate more 
ian US$750 million a year to the Interna- 
onal Development Association (IDA), 

ie bank's soft-loan. window. As a result, 

oth China and India can expect less from 
DA funds. India traditionally has been by 
ir the largest recipient of IDA funds and 
hina becomes eligible for the first time 
nder the seventh replenishment. 

he decision is a consequence of what 
rid Bank president Tom Clausen de- 
ibed on 15 January as “exceptionally 
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me and abroad, Indonesia has scaled 
own the growth target for its fourth five- 


uct growth is projected to average 


target is. the. minimum bnc ded to 
Dowty aka sa a Jabour jd ex- 










virticulasty f om the UE sec- 
needed to achieve the overall target 
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at 19 Da down from the n 376 
| d- 


is a result of us dhifaneinence, India and China 
are to be lent less under the IDA-7 replenishment 


LI onesia’ S s fourth ee plan i is rooted - 
realism, which dictates lower expectations © 


dr plan (Repelita IV) covering 1984-85 | 
| 1988-89. Annual real gross domestic 


(Rps billion) 


Domestic revenue sources 


employment-creation 


. sum of private investment plus decidi 















difficult negotiations," culminating in an. 
agreement by 31 countries to donate US$9 © 
billion for IDA's seventh three-year re- 
plenishment. This means IDA-7 will be 
















25% less than the US$12 billion IDA-6 | 


and substantially lower than the US$16 
billion the World Bank has called for. 
The fall in IDA funds results from a 
stand-off between the administration of 
US Président Ronald Reagan, which re- 


. fused to raise its ceiling, and European | 


donors who remained equally adamant 
that the US share of IDA's replenishment | 
should not fall below 25%. The US$750 





million US share at 259, limits the total 


annual donation by all members to US$3 


| y ‘Susumu Awanohara and Manggi Habir 
akarta: Faced with uncertainties at 


are not sufficient to show how the govern- 
ment intends to balance the objectives of 
and continued 
development of strategic (resource-based 
Or engineering) industries, which essen- 
tially are capital-intensive. Even the ob- 
jective of boosting non-oil exports, often 
requiring modern, large-scale facilities, 
may conflict with that of employment. 
creation in some cases. Observers have 
warned that the government may be 


t | tempted to try and achieve too many (pos- 


sibly conflicting) objectives. 

One of the key elements of Repelita IV 
will be total investment, which must grow 
from Rps 19.1 trillion (US$19.2 billion) in 
1984-85 to Rps 40 trillion in 1988-89 — or 


The so-far released details of the plan 
| 
| 
E 

about 20% a year. Total investment is the | 





A LOOK AT THE LONG TERM 








Qu 8895.1 | 11,018.1 | 12.587.0 | 4,751.8 
LNG 1471.5 | 1,763.2 | 2,038.2 | 2,456.5 
Non-oil/ LNG -5,782.8 | 7,189.53 | 9,055.9 | 11,610.8 
GDP. had to grow b Total domestic revenue 16,149.4 | 19,970.8 | 23,681.1 |28,319.1 
Routine state expenditure | 10,101.1 | 11,898.3 113,924.2 | 16,891.3 
E year in the medium Government shvings 6,048.3 | 8,072.5 | 9,756.9 | 11,427.8 
n to absorb pe labour Foreign aid 441L0 | 5098.0 | 5,715.3 | 6,686.8 
Development budget 10,4593 | 13,170.58 [15,472.2 | 18,114.56 
Private investment 8,657.0 | 10,907.2 1 12,865.2 1 15,5518 
c Total investment 19.116.3 | 24,077.7 128,337.4 133,666.4 
Investment ax s GNP 23.0 25.3 26.3 









E multilateral 
roughly in line with their share of world 
|- gross national product — is at stake, and 
refused to let the Reagan administration - 








Bre A: 


ge ei neat “agencies 


off the hook by funding a larger repens 


ment. 


Clausen said the US$9 billion sum was id 


"inadequate set against the very great. 
needs of the world's low-income coun- ` 
tries." 


^ But he said the donor countries — .. 
including the US — urged him “to fight on` 
every possible front to secure additional: 
resources." The bank intends to solicit à - 
supplemental fund for IDA-7, but felt that 
prolonging negotiations — now already 14 
months old — would jeopardi 
commitment authority which € 
July. Some countries take severa 
for their national legislatures tor 
pledges. s 
Last year European donors and Japa a 





















tions in the government development 
budget, which in turn is the sum of foreign 
| aid and government savings. 

The oil and gas sector will continue to 
| be the principal domestic revenue con- 
| tributor in the early years of the next plan. 
Revenue from this sector is budgeted to 
grow at 16% a year — a substantial in- 
crease considering the weak demand for 
oil and Opec's oil-production quotas. The 
revenue from oil for 1984-85 is calculated 
on the assumption that the average price 
per barrel will remain constant at 
US$29.50 and Indonesia will stick to the 
Opec quota of 1.3 million barrels a day 
(b/d), plus 100,000 b/d of condensates, but 
price and production ass mptions for later 
years are not mad tese 
sumptions. are neces 
oil: Projections abc 
gas [LNG], based only on long-term 
ply contracts, are much more reliable. ) 









™ven more PEE is the projection 

» for government revenue from non-oil- 
or -gas areas. Projected to grow at 2596 a 
year during the next plan, this sector’s 
contribution to. total domestic revenue 
will rise from 36% in-1984-85 to 45% in 
1988-89. The government: is obviously 
counting on the new. tax daws which 
| drastically - broaden the tax 

T base for such à growth. 

But the general feeling is 
that while the government 
must der onstrate: its deter- 
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contributed to a special 
fund to supplement the 
shortfall in IDA's re- 
sources in 1983 as the US 
Treasury "stretched out" 
its three-year IDA-6 
commitment over four 
years. Procurement for 
projects financed from 
the special fund was tied 
to the contractors of 
countries which contri- 
buted — an arrangement 
which drew protests 
from Washington. But 
Clausen said that tied 
procurement has not yet 
been decided upon since 
the countries urged only 
that the fund be as large and multilateral 
as possible. 

While the US share fell from 27.5% in 
IDA-6 to 25% in IDA-7, the Japanese 
share rose*rom 14.65% to 18.7%. This is 
part of a broader agreement with the bank 
which allows the Japanese to become the 


i 


Pertamina gas plant: more-reliable projections. 


er investors. Achieving the projected non- 
oil or -gas taxes will be difficult. 
Supplementing government savings as a 
source of investment will be foreign aid, 
which is budgeted to jump 61% in rupiah 
terms for 1984-85, largely because of last 
year's devaluation of the rupiah. For the 
following years, foreign aid is expected to 
grow by 14% a year, presumably assuming 
a constant exchange rate against the US 
dollar, and should account for 36% of the 
government's development budget in 
1988-89. 
Given rates of inflation in donor and ex- 
porting countries, and the fact that Re- 
pelita IV is likely to coincide with some 
degree of world economic recovery, a 
14% increase in foreign aid (including soft 
loans and semi-concessional export cre- 
dits) does not appear unrealistic. In- 
donesia could boost the rupiah value of 
foreign aid easily through another devalu- 
ation, as some observers have pointed 
out, but this will entail costs, notably an 


— FAR EASTERN ECONOMIC REVIEW e 26 JANUARY 1984. 


Clausen: an inadequate sum. 





der in the main arm of 
the World Bank, the In- 
ternational Bank for Re- 
construction and Deve- 
lopment, a widely ac- 
cepted measure of inter- 
national standing. West 
Germany has fallen in 
rank and now stands at 
No. 3, with Britain and 


France both sharing 
fourth position among 
shareholders. 


Under the projected 
US$12 billion IDA-7 re- 
plenishment, India and 
China were slated to 
share 40% of the total. 
Now, however, the bank staff is charged 
with conducting a review to fund “more 
efficient ways" of making funds available 
and as a result, Clausen predicted, both 
countries will face a reduced IDA share 
and be urged to borrow more on commer- 
cial markets. The review is expected to 








. second largest stockhol- | reinforce the tendency to shift increas- 


ingly scarce concessional resources to- 
wards the poorest sub-Saharan Africam 
countries with no standing in commercial 
markets. 

Over the past year, the World Bank and 
Clausen himself have lobbied hard first to 
raised US$16 billion for IDA-7, then — in 
the face of budget constraints in West 
Germany, Britain and Japan as well as in 
the US — a scaled-down US$12 billion. 
But the key was convincing the Reagan 
administration to put up at least US$1 bil- 
lion a year, the sum raised from the US 
Congress last year as the consequence of a 
number of budget devices. 

But the budget deficit is again expected 
to become the major political issue in 
Washington after the 1984 elections, and 
Reagan officials appear determined to use 
IDA both as an example of fiscal rectitude 
as well as a concession to congressional 
conservatives who felt betrayed by the ad- 
ministration's support for the US$8.4 bil- 
lion increase of the US quota in the Inter- 
national Monetary Fund. 
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increased debt-service burden in rupiah 
terms. 

It appears the private-investment fig- 
ures were derived by simply subtracting 
the development budget from the total in- 
vestment which is required for the 5% 
GDP growth. They do not appear to have 
been subjected to the crucial test of whe- 
ther they are feasible. Private investment 
(domestic plus foreign) is projected to 
grow 22% a year with the result that its 
contribution to total investment will grow 
from 45% to 49% in the first and the last 
years of the plan respectively. This is the 
area of the plan likely to attract the great- 
est scepticism. 


GN“ that Indonesia’s oil bonanza is 
over and other sources of investment 
funds must be sought, the government has 
stressed the need for stepped-up private- 
sector participation in development. For 
example, it is considering sweeping de- 
regulation measures, eliminating or at 


least simplifying redundant procedures. 
The problem is that controls reflect vested 
interests as well as securing additional 
government income. They are often por- 
trayed as remedies against domination of 
business by multinationals and the Over- 
seas Chinese groups. 

There has already been some negative 
reaction to the “privatisation” moves by 
the government (particularly in cement 
and sugar-processing ventures), following 
the rephasing of major public-sector pro- 
jects in 1983. The complaint is that a large 
portion of the privatised projects were 
taken by the Liem Sioe Liong and Astra 
groups — two of the most powerful, non- 
pribumi (indigenous) conglomerates. 
Clearly, the government has entered a 
period in which industrial growth and im- 
proved equity are, more than usually, con- 
flicting objectives, at least in the short run. 
It will need to decide what it wants and 
convince the public that the decision is jus- 
tified. 

It is difficult to assess the balance-of- 


| payments projections, given the uncer- 


tainties. One notable point is that the oil 
and gas sector will account for 65% of 
total exports at the end of the next plan, 
against 71% in 1984-85. The current.ac- 
count deficit is projected to hover around 
US$4.7-4.9 billion during the plan, but 
this is considered deliberately pessimistic 
for the first few years. | 

One reliable projection is that the de- 
ficit should shrink to US$3 billion in 1984- 
85. The large deficit budgeted for 1984-85 
and 1985-86 may be related to the govern- 
ment's borrowing strategy or to the widely 
held expectation that the deficit would 
grow again after improving temporarily 
because of boosted LNG exports. In sum, 
the government appears determined to 
continue substantial growth at the cost of 
increased foreign borrowings and debt- 
service burden. 

Repelita IV is underpinned by a new 
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macro-economic 
model which only 
recently has been 
completed by the 
national planning 
board, Bappenas, 
and thus guaran- 
tees greater inter- 
nal consistency as 
well as more real- 
istic policy guide- 
lines than in previ- 
ous plans. The 
model used 1969-81 data to establish 
mathematical relationships among 70 or 
so key economic variables. 

Lack or imperfection of data (notably 
for consumption) has been a major prob- 
lem — one reason why the macro model 
cannot be linked to the models of various 
sectors of the economy. Nevertheless, the 
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macro model allowed the planners to 
make simulations, tracing the impact of a 
change in one variable on all others. 

In August 1983, after having consulted 
with ministers on their respective fields of 
responsibility, Bappenas took several 
scenarios of Repelita IV to President 
Suharto, who chose one of the alternatives 


resulting in a 5% GDP growth a year. Al- 
ternatives resulting in 4% GDP growth 
were also offered but it was explained to 
the president that 6% was not possible. In 
all alternatives, per capita GDP and 
employment creation were among the 
targets while current-account deficit and 
inflation rates were seen more as con- 
straints. 

Policy variables include tax and sub- 
sidy, money supply and exchange rate. 
After the president's decision, Bappenas 
talked again with the ministries to work 
out exactly how each sector — and its sub- 
sectors — will have to contribute to the 
overall growth and what share of govern- 
ment expenditure these should receive. 
The economic model, allowing these exer- 
cises, has made the new plan superior to 
previous ones, however many of the plan's 
targets are ultimately reached. Oo 





A holding pattern 


Bangladesh has had a good year but now finds itself 
largely waiting for external trends to maintain momentum 


By S. Kamaluddin 

Dhaka: The Bangladesh Bank, the coun- 
try's central bank, portrays a picture of 
reasonable success for the economy in fis- 
cal 1982-83 in its latest annual report, pub- 
lished belatedly in December 1983. But 
the fiscal 1984 scenario presented in the 
report is rather disconcerting. The econ- 
omy during the past fiscal year, ended in 
June, grew by 3.72% while food produc- 
tion, though failing to meet its target, 
reached a record 15.1 million tonnes. But 
the industrial sector remained sluggish, 
despite substantial incentives to the pri- 
vate sector. 

The balance of payments in 1982-83 
showed a significant improvement, with 
an overall surplus of US$208 million com- 
pared with a deficit of US$319 million the 
year before. This was, despite a substan- 
tial increase in debt repayments and a net 
decline in short-term borrowings, largely 
because of increased remittances from 
Bangladeshi workers abroad, a reduction 
in the deficit on the services account, ex- 
port gains, increased use of foreign aid 
and a significant decline in imports. 

Bangladesh's commodity terms of trade 
improved 19% in 1982-83 following falls 
of 30% and 18% in the previous two years, 
respectively. Foreign-exchange reserves 
increased from US$110 million at 30 June 
1982 to US$350 million in June last year, 
enough to cover seven weeks’ imports — 
low by international standards but for 
Bangladesh, the highest in many years. 

The total import bill during 1982-83 was 
US$2.39 billion, a decline of more than 
11% from the year before. If foodgrain 
imports are excluded, the decrease is 
16%. This reflected lack of demand for 
imported goods and raw materials be- 
cause very depressed agricultural output 
reduced purchasing power during the 
year. 
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The central bank report said the im- 
provement in the balance-of-payments 
position “does not appear to be sustaina- 
ble” as the cOuntry’s debt-servicing liabil- 
ity will increase substantially from 1983-84 
when large amounts of principal repay- 
ments of medium- and long-term loans 
from the International Development As- 
sociation (IDA, the soft-loan affiliate of 
the World Bank), the Asian Development 
Bank, the Islamic Development Bank, 
Saudi Arabia and the United States come 
due. Moreover, the difficulties faced by 
oil-exporting countries because of the fall 
in world oil prices will force them to con- 
tinue making adjustments which will con- 
strain the growth of remittances from 
Bangladeshi workers in the Middle 
East. 

Despite economic recovery in the in- 
dustrialised countries, its pace may not be 
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Bangladeshi agriculture: a silver lining. 


rapid, so neither a marked push for 
Bangladesh's exports nor prospects of in- 
creased real aid flows can be relied on. 
The recent meeting in Paris of the orca 
countries provided little encouragement 
for the Third World. Indeed, aid flows to 
the poor countries could well be reduced 
in the next two years. The OECD is 
Bangladesh's most important source of 
external assistance and any reduction in 
aid inflows would hit the country's deve- 
lopment process. 

However, the World Bank in a 1983 re- 
port endorsed the Bangladeshi Govern- 
ment's policy of taking bold economic- 
management steps based on objective 
criteria. The bank believes continuation 
of such policies should help bring the 
economy to the stage at which it can start 
to benefit from international recovery. 
But it warned that unless external-resour- 
ces inflows are increased substantially, 
overall growth in investment and econom- 
ic activity would be disrupted. 

As it is, in addition to the likelihood of 
reduced OECD aid flows, the future of 
the seventh replenishment of IDA is in = 
doubt. Bangladesh is IDA's second- 
largest loans recipient after India. (De- 
spite difficulties with the IDA’s sixth re- 
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at started in 1982-83 bs to 
ontinuing during the first five months 
1983-84. Narrow (M1) money supply 
se. by nearly 23% in 1982-83 to Taka 
64 billion (US$1.07 billion), while 
ad-based M2 rose nearly 28% to Taka 
60.25 billion. In 1981-82, M1 and M2 rose 

nly 8%. However, an interesting point 
as the shift from demand to time depo- 
$, responding to improved interest rates 
ffered by banks on term deposits. This 
partly offset price pressures. 
















illion | tonnes in | 1983, eae the 
p INE rop by 4 T %, according to 


ncrease had been predicted i in 
r by the State Statistical Bureau, 
rlier United States Department 
riculture report projected the 1983- 
4 wheat crop to be unchanged and the 
8 crop slightly lower than the pre- 
pus V year. However, maor ee, 


j E eiae in nr is d to better 
h Dee harvest of 3. 6 million tonnes, de- 


)n areas. Tobacco and olliced crops 
pected to decline, with reduced 
e planted owing to state procure- 
ies favouring gain. 
improvements in agricultural 
1980 are attributed to the ag- 
responsibility-system reforms 
1 have expanded the decision- -making 
rs and economic freedom of peasant 
s. Supporting factors have been in- 
Hic ation of balanced chemical 
der use of hybrid seeds and 
"le weather conditions in 1982 and 









tput rose 10.296 in 1983, led 
ry, which increased 12.196 
n three times the original 
rate of 3.9%. This was the second 
utive year of excessive heavy indus- 
wth — in 1982 the figure was 
inst a planned 1%. 
s economic leadership has strived 
per heavy-industrial growth since 


















energy resources and limited trans- 
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ler to expand the supply of con- |- 
goods and to ease demand on 


B atio 


months of 1983-84. Of the Taka 2.75 bil- 
lion in new credit during the period, more 
than 78% went to the private sector. The 


expansionary effects of a large surplus in - 
international accounts and the net growth. 


of bank credit resulted in liquidity growth 
of 21%. 

This is causing concern, since the ex- 
pected substantial growth in imports 


| which should have caused foreign-ex- 


change reserves to be drawn on and 
justified the increase in liquidity and 
money supply is not yet in sight. - 


sures cut heavy-industry growth by 4.7%, 
the policy has been effectively sabotaged 
by the combination of loose financial con- 


trols — which stimulated local-construc- 
tion investment — and. the powerful | 


heavy-industrial lobby. 

Stricter measures to control construc- 
tion investment were instituted in mid- 
year to halt runaway spending on new pro- 
jects (REVIEW, 21 July '83). Originally 
scheduled to decline in 1983, capital-con- 
struction investment was nearly 20% 
higher in the first four months of the year 
than in the corresponding 1982 period. Se- 
vere shortages of steel, lumber, coal and 
cement led to unauthorised price in- 
creases of 30% or more. 


More than 5,300 capital-construction | 
| projects were cancelled, and state authori- 


sation is now required to initiate new pro- 
jects even when an enterprise's own funds 
are used to finance construction. A new 
10% energy and transport tax on local in- 
dustrial expansion was initiated on 1 Oc- 
tober 1983 and was quickly raised to 15%. 

These measures were intended to cut in- 


vestment in fixed assets for capital con- - 


struction and industrial renovation. by 
more than 10% to Rmb 74.7 billion 


| TOTAL RESERVES & 
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Source: "nematona F £i nancial Statistics, AME. 


private sector has been taking the lion's 
S are of new bank credit in the first five 









crease both in lustriz 

















vestment, industry is unli 
task. dE ur 
One silver lining is niie the key n 


growth area in Bangladesh — weather 


| permitting — which is holding out some. 
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-Chen Muhua. (Only | 
"were 


than the 41% originally 


were somewhat prema 


promise of surpassing even the record pro- 
duction of 1982-83. Although agriculture 
suffered initially from flood damage, vig- 
orous efforts to bring a larger area under — 
irrigation to make up the “loss seems to 
have paid dividends. Food production in 
1983-84 is currently being estimated at 
around 16 million tonnes. Gi 





(US$37. 8 billion). In the event, E" 1983 | 
figure was Rmb 86 billion, a gain: i 
than 1% but still a victory, conside 
that investment spending in the ear 
months of the year implied a year-end" | 
total of Rmb 100 billion. A modest indus- . - 
trial-output growth rate of 595 is planned: 
for 1984, which may be possible if tightin- 
vestment-control policies are maintained. 

Steel was in short supply in 1983. Im- 
ports of tron and steel products from 
Japan in 1983 probably exceeded US$2.1_ 
billion, an increase of more than 60%, de- 
spite record domestic production of 39.3 
million tonnes (China is the fourth-largest. 
steel producer in the world after the Soviet 
Union. Japan and the US). The major 
goals for the industry in 1984 are to im- 
prove the quality and expand the number 

of special alloys and steel products — not 
to match 1983's 7.4% production in- 
crease. A significant increase is expected 
in 1985, when the first phase of the trou- 
bled Baoshan iron and. steel mill goes into: 
full production. — : 

Foreign trade grew. jodestly in 1983. 
Export growth was essentially flat, up 
0.4% over Rmb 41.4 billion in 1982, while 


















imports rose 6.6% to an implicit Rmb 38 
billion, according to preliminary figures 
by Minister of 
tions and Trade 
centage increases 
than 


released in early January 
Foreign. Economic Relati 








€ announced, rather actual 
values.) 


The. increase in impor 
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to upgrade factories be 
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Ch hia : Se 
stress that imports will | Maa faster [RA l 
exports and claim that China will experi-.- 
ence a trade deficit in the near future. 
The surplus on irent trade last year 
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Perkins. Supreme b 


In the diesel world, no-one has back-up like 
Perkins. 

Our service network operates in over 140 

* countries, supported by distributors and dealers with 
the expertise to service, maintain and advise on every 
engine in the Perkins range. And only your local 
distributor can offer you the exclusive Perkins 2nd year 
warranty. 

All parts are warranted for at least twelve months, 
and because stock is computer-controlled, you're 
assured of availability at all times — in an emergency, vital 

parts can be despatched anywhere in the world within 


" 








. And, ontop of this, our Powerpart and Major Parts... 


ownership low. | 
But then it's only natural that the wor! 
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diesel manufacturer has the world's leading bac! 
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DM Üptions at the CME- 
Hight on the Mark 


$$ — BO 





Options on Deutsche mark futures 8 
are now trading at the Chicago 
Mercantile Exchange, the world 
market for currency futures and 
options trading. These options are 
the first in a series of foreign 
currency options to be introduced 
by the CME. 

DM options can help institutions 
and foreign exchange traders 
worldwide broaden trading 
strategies and better manage fluc- 
tuating foreign currency values 
in today's fast-paced, global 
markets. 

Together, DM options and 
futures at the CME offer an 
unparalleled opportunity for 
managing foreign exchange risk— 
important reasons why so many 
money center banks and reporting 
government dealers are members 
of the CME. 

For more information on DM 
options and foreign currency 
futures at the CME, talk with your 
brokers. Or call the CME, and ask 
for a copy of "Options on 
Deutsche Mark Futures. ''m 


AUN, 
gam CHICAGO à 
E8222: MERCANTILE 
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53 98 d 
Ww" EXCHANGE 
NN 
FUTURES AND OPTIONS WORLDWIDE 
30 South Wacker Drive, Chicago. IL 60606 
1-800-843-6372 (In Illinois, 312/930-1000) 
New York: 67 Wall Street, 10005 212/363-7000 
London: 27 Throgmorton, EC2N 2AN  (01)920-0722 








T ` upon. nies Bis gets to eà 
~| overs: In a new shares issue the 


authorities as. ell. i the credibility of 


-the market. No less than S$9.2 billion 
.(US$4.33 billion) was bid in application 


~ monies for S$156 million of new shares 


offered in 1983, ending in the closing 


ays of the year with the record 248- 
times oversubscribing of a new issue 
by small local construction. company, 

L & Mee 

| dealers have recently been 
c M shares among themselves 
cens the on 35 at which the 


gs And a neat mias to banker: who 


charge interest on application monies - 


| advanced. 
ru he give-away? First, because of 
j ncertainty about the. price at 
ch the issue will m 


) protec small i investors. 

~ But the over-riding consideration is 
what one merchant banker terms the 
"Chinese wedding syndrome." No mat- 
ter how pet iny-wise local firms may be in 
y-t y running of their business, 

f their new shares issue, 

re € “laying a table for the in- 

Í considerati ons of face 


: gvefsubscription: stands 
oi their munificence and a 


quite substantial. They come in two 
"forms: interest income on application 
monies. and windfall gains. on the 
hareholdings of the sompun. s princi- 
jals. 
For a couple of das: L& M was sitting 
on more than S$1 billion in application 
monies. At prevailing overnight deposit 
| unt could. net several 

ollars' worth of in- 

e sum for a firm 


rojected at- 


| 


The extra interest income should at 
least go along way towards offsetting the 
cost of the share issue, and maybe pro- 
vide sufficient earnings to influence L& 
M's p/e ratio. 

Although it is the company which 
benefits. directly from the interest 
windfall, all this is good news too for L & 
M founders Paul Lim and David Mulhol- 
land, who still hold 56% of the stock. At 
$$4.20 apiece, the market has so far val- 


ued their shares at six times the net tangi- 


ble asset backing set out in their prospec- 


tus, and the uptrend still looks strong. 


Successful subscribers to L & M shares 
(only one in 25 applicants) have reaped 
similar windfalls. 

Even unsuccessful bidders got “a lot 
better odds than you get in the dona 
lottery here, or at the race track — the 
only other legal forms of gambling in 
Singapore," as one broker observed. 
Applicants for a minimum 1,000-share 
block wound up with: a one-in-64 chance 


of reaping $$2,850 in capital gains (the 


excess of the “grey market” over the 
issue price) at the cost of a few days’ in- 
terest on thè SSI, PN in application 
monies. | 

The SIC scaled is ; unhappy that 
the systematic underpricing of new share 
issues flies in the face of two of its stated 
goals: promoting small-investor partici- 


| pation in equity markets and encourag- 


ing more local firms to go public, Over- 
subscription means that. 'sought-after 
shares will be rationed among bidders 
according to each applicant's access to 
credit lines, an arrangement sure to | 
favour big hitters. Nor can every firm af- 
ford to give away its equity in a gala 
"Chinese wedding." More might be per- 
suaded to float shares if market culture 
allowed for less igi DS under- 
pricing. | 

Money-market | regulators at the 
Monetary Authority of Singapore 
(MAS) might also shy away from the 
prospect of another jittery week like the 
one L & M afforded. To put the issue in 
perspective, S$2 billion in application 
monies represents an amount equivalent 
to about 25% of Singapore's M1 money 
supply. Sudden capital flows of that 
magnitude gall the sensibilities of a cen- 
tral bank as preoccupied with monetary 
stability and tight regulatory control as 
the MAS. 

True; the money supply and interest 
rates remain unaffected as long as the 
capital flows are contained within the 
inter-bank market. But keeping the L & 
M genie in the inter-bank bottle in De- 
cember called for all the skill and clout of 
Standard. and Chartered, both on the 


ET 


ing. ide as Bovisers and 


zz 
| 
| 
| 
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underwriters and on the comm: 
banking side in its money-market « 
ings. Other upcoming new issues. 
cluding Chan Ho Engineering, | 
Elizabeth Hospital and Sing 
Steamship — might not be so effe 
sealed away. And even on the L 
issue, the MAS found it necessary 
tervene at the 11th hour, though o 
the tune of about S$100 million, $ 
learns. | 
Some observers see the relativ 
dour of the normally. tig t : 
about this intervention a 

ing signal of gathering o I 
sure with the phenomenon E 
subscribed new issues. If they 
curb the p the ice iiie ities | 


new share subscriptions. - 
Perhaps oversubscription pe h 
do with price than with th : 
ability of speculative fur 
reading of the recent ‘spate ofa new-sh 5 
oversubscriptions suggests there is a core 
of about S$1.5 billion available in ae cu 
cation monies. "m 
Fluctuations around that number fi 
resent ephemera such as the mood: 
equity and money mar kets, or the in 
ent allure of parti cular issues : But $ : 
rough indication of how many times. an 
issue will be oversubscribed, simply di- 
vide S$1.5 billion by the total dollar 
value of new shares offered at the iss 
rice. i 
@ A 13% STAKE in Singapore Land a 
major player in the republic's flagging | 
property market, has been sold at a dis- 
count of 7.9%, deep enough to place the 
entire block with London and: 
institutions in a matter of hou 
January. Seller of the shares was 
pore Land's executive director, D 
Y. Wong, whose father, rece 
ceased, bought into the company in 1972. 
together with chairman S. P. Tao. Aside 
from the block just sold, a further 2095 
of Singapore Land's shares was listed in 
David Wong's name as of vear-end 
but control of these shares is expec: 
Jub to Tao, who already holds a 4 


who sliced the ahud throug T 
Hoare Govett, said the buy 
“widely distributed,” so that no new 
stantial (more than 5%) Singapor 
holdings. would result from the 


also Sold 16 million E. 
scription rights i 
»ublicly. 
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_ By Christopher Wood 
s | a swiftly executed deal, cash-strapped 
= MHongkong Land has exploited the re- 
cent strength in Hongkong's stockmarket 
to reduce its holding in sister company Jar- 
dine Matheson through a private place- 
ment of shares. Land raised HK$860 mil- 
lion (US$110.3 million) net of expenses 
_ from the sale of 18% from its 43% stake in 
- Jardine, but suffered a large extraordinary 
loss in the process. 
Announcement of the placement after 
the close of trading on 12 January marks 
the first disentanglement of the cross 
shareholdings between Land and Jardine. 
Most of these shares were acquired at far 
higher prices in 1980, to ward off a per- 
ceived takeover threat from local Chinese 
interests. Land's average purchase price 
— of Jardine shares was a little less than 
- HK$23 each, against the placement price 
of HK$12.30. 
E. This translates into an extraordinary 
ipene loss of HK$770 million on the 
asis of those shares placed and a further 
K$1.1 billion if all Land's remaining 
& pus in Jardine were written down. For 
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 COMPANIES/MALAYSIA 





i D Tames Clad 

= Kuala Lumpur: As promised, Prime 
- Minister Datuk Seri Mahathir Mohamad 
ji has announced the formation of a three- 
. man committee of inquiry into the affairs 
of Bank Bumiputra Malaysia's Hongkong 
subsidiary, Bumiputra Malaysia Finance 
D (BMF), which was involved. heavily in 
. lending to the failed Carrian group. An- 
“nounced on 11 January, the committee 
wil inquire into the management and con- 
i tr trol of BMF's operations and the legality 
| „of Joans and credit facilities extended to 
ʻi 4 e Carrian group and to other defaulting 
debtors. The committee will also deter- 
S mine who processed and approved the 
| . „loans, and whether the loans were, “in all 
E _ the circumstances, made bona fide in the 
. interest of BMF and consistent with nor- 
E. . mal prudent banking and commercial 
X practices. " 

a One apparent limitation to the commit- 
= tee’s powers, notwithstanding the wide 
- terms of reference, is its legal standing: it 
. "will act under Bank Bumiputra's own arti- 
cles of association even though the bank 
. was directed to appoint the panel and to 
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‘Ending the affair 


— Land substantially reduces its Jardine stake with a placement 
k of shares, primarily to overseas institutions 
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Jardine, the position is even worse. It 
bought most of its 35% stake in Land dur- 
ing 1979-80 when Land traded up to a high 
of around HK$30. On an adjusted basis 
this corresponds at current prices to about 
HK$12. Land closed on 16 January at 
HK$3.175. 

This makes it unlikely, at least for the 
moment, that Jardine would be able to 
perform a similar placement exercise with 
some of its Land shares. But that remains 
a future option and one which manage- 
ment is likely to try if and when it reckons 
market conditions will permit. 

The eagerness of the newly installed 
group management — now under 
reinstated Keswick family control with the 
recent departure of former taipan David 
Newbigging — to reduce the cross 
shareholdings is clear from the speedily 
implemented placement. Land's official 
statement said the money raised would be 
used to “reduce indebtedness” and that 
the remaining 25% stake in Jardine would 
be retained as “a long-term investment.” 

A partial disentanglement was already 


Jj a 9 we 
An in-house inquiry 
| PA committee will examine a Bank Bumiputra subsidiary's 
_ Hongkong lending, but will act under the bank's own articles 


select members nominated by the govern- 
ment. 

Although Mahathir said the commit- 
tee's report would provide the basis for 
any necessary or subsequent legal action 
against wrongdoers, the requirement to 
work under the bank's mandate may con- 
fine investigators to sifting through such 
documentation. as may yet exist in Bank 
Bumiputra’s (and BMF’s) files or to the 
evidence of such bank employees who 
might be disposed to give their account of 
the affair (four former senior , Bank 
Bumiputra and, BMF officials, accused by 
Mahathir of being morally culpable in re- 
ceiving improper remuneration for ar- 
ranging the loans, resigned in October 
1983). 

The committee chairman will be Tan Sri 
Ahmad Noordin Zakaria, currently serv- 
ing a fourth term as Malaysia's auditor- 
general. He has a reputation for integrity 
and for no-nonsense dealings with govern- 
ment departments. In November, Noor- 
din called for a commission of inquiry 
headed by a High Court judge to investi- 
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such as Jardine y As pr ime nec | 
is for ready cash — the property company - 
projects its debt will peak at HK$17 billion 
during 1985-86 (REVIEW, 22 Dec. '83) — 
while dilution of Land's stake to 25% still 
allows for continued group control. 

Plans were suddenly brought forward 
with the dramatic recovery in the Hong- 
kong stockmarket, which had risen more 
than 100 points since the New Year in 
heavy trading. The REVIEW has learned 
that the actual placement was first plan- 
ned only some three days previously. 
Through Jardine Fleming Securities in 
Hongkong and associate Robert Fleming 
in London plus London broker Cazenove, 
shares were placed at HK$12.30 against a 
market close of HK$13.60 on 12 January 
— the placement price was fixed at the last 
minute. That 10% discount to market 
should be set against HK$11.20, the price 
at which Jardine closed on 30 Decem- 
ber. . 


o, though it could be argued that m 
might have raised more money if it ha 
been prepared to wait longer, given the 
strength of the recent rally and mounting 
bullish sentiment, Land probably counts 
itself lucky to have got the price it did, cal- 
culating that it could not afford to take the 
risk of letting the opportunity slide — least 
of all in volatile Hongkong. Certainly, 
three months ago when investor sentiment | 
on Hongkong was universally bearish, any 





NV 
Mahathir: keeping a promise. 





gate BMF. Noordin's colleagues on the 
panel, lawyer Chooi Mun. Soi and, 
accountant Ramli fhrabum, are, less well 
known. 


T: prime minister did not announce a 
deadline for the committee's findings, 
nor did he describe what will happen once 
the panel's report reaches parliament. The 
leader of Malaysia's opposition Demo- 
cratic Action Party (DAP), Lim Kit Siang, 
was quick to describe himself as "greatly 







ACTAE ME C mur 
CMTANP f o P j «Ji 

rm 3 4^. et Me et 

PY 1004 EA AOTER Efi N 


E .2R JA 


— E : "TNT 

n s m. H E aa 
“ts i v erbe S V ; 3:98 
£o. ee ee met eS 


Cod, i SUM CeCe TN P P E NT E» i. 


iouis ee eee a ee 
Psat Lh i tna mee anic tbs de 
LAE GSS s 5k 


Henry Keswick: powe ul Influence. ONSHAWBALSARA 
idea of such a placement would have ap- 
> peared fantastic. 
ii As it is, more than 70% of the place- 
- ment was taken up in London; some of the 
takers doubtless are long-standing institu- 
tional shareholders in Jardine, for exam- 
ple Edinburgh-based houses enjoying 
close ties with the Keswicks — current Jar- 
dine and Land chairman Simon Keswick's 
elder brother Henry, himself a former 
taipan, still wields powerful influence 
from his base in the City of London. 
It is also virtually certain that Jardine 


' 
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Lim: urging more action. NEW STRAITS TIMES MALAYSIA 





disappointed" at the government's refusal 
to constitute, at the DAP's and others' 
urging, a Royal Commission under the 
countrys Commissions of Inquiry Act 
1950. 

Lim said Mahathir's argument for not 
doing so — that a formal Malaysian com- 
mission of inquiry would not have jurisdic- 
tion in Hongkong and would be bound to 
conduct its affairs publicly — was “not 
convincing at all." Lim claimed that a 
Royal Commission under the act would 
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large amount of the stock before risking 
such a large-scale exercise, regardless of 
the market's recent strength. Jardine 
Fleming itself — a joint venture between 
Jardine and Robert Fleming — is reckon- 
ed to have made about HK$20 million in 
commission and fee income from the 
placement, which was completed in a little 
less than four hours. 

The operation has not damaged the 
stockmarket, in the sense that it could 
have been interpreted as diverting funds 
that otherwise might have gone directly 
into the market. But despite this, and a 
bout of rioting in Hongkong on 13 January 
(page 18), the market held its ground. Jar- 
dine shares traded in London at HK$12.90 
after the placement and have since held 
around that level; not a bad performance 
considering that there are 72 million more 
shares over-hanging the market. In the 
longer run the placement could even 
prove bullish, representing as it does Lon- 
don institutions reinvesting in Hongkong. 

Meanwhile, rumours of further disen- 
tanglement of the Jardine/Land connec- 
tion seem bound to persist. In this light, 
informed observers see as significant the 
recent return to Hongkong of Charles 
Allen-Jones, a senior partner with the 
London law firm Linklaters & Paines. A 
specialist in corporate finance, he drew up 
the cross-shareholding agreement in 1980. 
It is now being asked whether he has re- 
turned to advise on its untying. a 
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“definitely have the power to compel 
Malaysians to comply with its directive 
and would have greater power and scope 
than the committee of inquiry as an- 
nounced by the prime minister.” 

The magnitude of the loans involved, 
coupled with Bank Bumiputra’s special 
position as a financial flagship of the New 
Economic Policy, imply a formidable 
exercise even for a panel with full judicial 
powers, some say. If the words of former 
Bank Bumiputra executive director Tan 
Sri Kamarul Ariffin (REVIEW, 27 Oct. '83) 
are anything to go by, “[Bank Bumiputra] 
is not an ordinary bank. Because of its ties 
with [the] government it has characteris- 
tics that other banks do not possess. No 
important decisions are taken without the 
agreement or knowledge of the govern- 
ment or central bank." He added that 
loans of the size given to Carrian "ordi- 
narily required ministerial acquiescence.’ 

The generally pro-government daily 
New Straits Times acknowledged that the 
form of investigation chosen was "unlikely 
to get unanimous acclaim." But it added: 
"We -must respect good intentions. We 
must not, because of a scandal involving 
however large a loss to the nation, de- 
mand types of action which would only 
undermine a whole system." Interest in 
the BMF affair seems meanwhile to be 
building again, as evidenced by the ap- 
pearance of a book in Bahasa Malaysia en- 
titled The BMF ARAR Paper and Shame- 
ful. 
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It's that 
man again 


Financier Ron Brierley 
launches his empire's 
biggest ever takeover 





By Linda Sanders 

Wellington: New Zealand's best-known 
businessman, Ron Brierley, shook up the 
holiday mood in the stockmarket by pro- 
posing a merger with the country's sec- 
ond-biggest investment company. Brier- 
ley Investments will become New Zea- 
land's second-largest company if the pro- 
posed merger with Bunting and Co. goes 
ahead. 

The irony of the move is that the execu- 
tives running Bunting are former senior 
staff members of Brierley Investments. In 
financial terms, the move marks Brierley's 
biggest takeover yet. It will meld together 
some of the best brains — and most 
strategic shareholdings — in the country. 
The two kingpins of Bunting, Bruce Judge 
— a former Olympic hockey star — and 


Paul Collins, left Brierley in 1979 to set up. 


their own empire. Cynics have suggested 
the move, valued at NZ$115 million 
(US$75.4 million), is no more than an 


The Far. Eastern Economic Review is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 


Subscribe now and each quarterlyindex f | 


will be sent to you automatically as soon 






as it becomes available. A vita. research | 


tool, the Review index will save hours of 
needless searching for information. 
ORDER YOURS TODAY! Only :: 
HK$175 (US$25) for 4 quarterly issues. 0 
Just complete the coupon below and! 
send with your payment. a 


TM S 


The Circulation Department, 

Far Eastern Economic Review, 

GPO Box 160, Hongkong. 

Please send my order for the Far Eastern 
Economic Review QUARTERLY INDEX. / en- 
close HK$175 (or its equivalent in local currency) 
in payment. 

Name 

Address 












h idings within | t | rierley € camp. 
ng. a former brush manufacturer 
investment vehicle, has sharehold- 


























































in the large building and forestry 
on to go to 40%), department store 


ant Odlins (24%), and Edmonds Food 
J96). 

Bunting also has a growing network of 
panies in Australia, including an indi- 
ct interest in a joint venture with 
{cDonnell Douglas of the United States 
ivolving a technological breakthrough to 
(duce —— industriaboi! requirements 
irough mixing it with coal. During its five 
sars in operation, Bunting has underta- 
en a wide variety of rationalisation pro- 
mmes, often on a consultancy basis, 

.companies being sold off or reor- 





Brierley itself has. diverse interests in a 
trategic shareholdings with significant 
poem control. Or as dria sub- 
T | "ries 

oup NZ News (35%). ‘meat pro- 
Huttons. NZ. (3 Za)» Cooks NZ 
pius interests: in Publishing, print- 
arming. 
rough its subsidiary Industrial Equity 


% owned), which is i Australia' s 48th 
argest company and an aggressive take- 





ry (REVIEW, 22 Dec. '83). 


"ealand. have. seen 
sation rise from NZ$100 million on 
une 1982, to about NZ$700. million at 
‘share prices. This will increase to 
than NZ$800 million after the 





| lé; giant NZ Forest Products 
j ched its expected full take- 


o. 2 slot via its merger with 
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[Z31 billion. pide 





man Group and its supporters. 





d boardroom or management influ- | in recent eee s once again in the spotlight 


company Winstone (26% — with permis- 


up DIC (3075); building-supplies mer- 


ost. of New Zealand companies, either as. 


‘clothing, horticulture and pastoral 


The main Australian involvement ‘ts. 


r bidder and share trader in that coun- | | FINUM | FEE 
erley's aggressive moves in New | Resort to the c | r $ 
its stockmarket: | 


| | tivities in Southeast Asia continues to un- 
for food conglomerate Wattie In- 
Tow N which would make ed 


| i Üierley on 
lestined.to jostle Forest Pro- 


n current market capitalisa-. 
mbined NZ Forest Products- 
roup will be. worth considerably | T is! 
| ‘| cember after a earing in chambers: 
ver, investors wre anxiously await 
next move — - likely to come from. | May 1977 at- 
JO . another Hongkong corr 
man and Wattie have 3596 cross. 
oldings and Goodman wields con- 
le power on the Wattie board. If. 
est Products achieves t the 65 %o stake | in. 


interest and costs from Lee, who is senior 
| partner in the Singapore legal firm of Lee 


: | ande RRC i the mid-1970s was only. 





Cycle and Carriage, a frequent topic of takeover speculatio | 


By Lincoln Kaye 


the previous year, reflecting. a return on 
sales which, at 7.18%, looks pallid by local jud 
standards. 

All the company's activities, including 
property and trading as well as car sales, 
showed declines for the year. But CCL's 
motor-vehicle business was especially 
hard hit by government measures to curb 
car imports in both its countries of opera- 
tion. To stimulate demand for its forth- 
coming domestic car, Kuala Lu 
raised import duties on cars: 
while land-scarce Singapore abr 
raised levies on car-related expenses ra 
ing from registration to parking and petrol 
in a bid to ease traffic congestion. 

CCL's sales also were hurt by the lack of 

a 1983 model from its other franchiser, 
Mitsubishi, to pit against stiff competition 
from other Japanese makes for the 
medium-price market. Some market ob- 
servers even voiced fears that the up-scale 
Mercedes market might be nearing satura- 
tion. : 

Such qualms seemed 


To talk is again rife regarding 
Cycle and Carriage Ltd (CCL) and its 
subsidiaries, holders of the coveted Mer- 
cedes-Benz franchise for Singapore and 
Malaysia, as the group approaches its an- 
nual meeting on 30 January. The rumours 
are fuelled by the New Year release of 
CCL's 1983 annual report, which revealed | 
two new substantial shareholders, the | 
Kuwaiti Investment Office and Pontiac | 
Land, which took, up stakes of 5.4% and | 
5.6% respectively towards the end of the | 
year. Earlier in. 1983, an affiliate of | 
Malayan United. Industries (MUI) had | 
bought 10% of CCL, sparking the last | 
round of takeover rumours. | 
All this jockeying for shares has bid up r 

| 

| 













CCL's stock price from $$3.05 (US$1.43) 
at the end of 1982 to S$6.70 a year later. 
But the 1983 annual report revealed a 
bleaker picture than the share price run- 
up would suggest. Not only did CCL sales 
fail to recover from the 1.1% drop they had 
suffered in the previous year, but they ac- 
tually showed a further (albeit marginal) | 
decline to $$452.1 million. And net profits 
showed worse slippage — by 18% from | 





ardly to damni du 


potential corporate suitors like MUI. The 
Mercedes-Benz (preferably a white, four- 
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A former Hongkong businessman sues a leading Singapore  . 
lawyer over the sale of shares | in a local property development 


By Anthony Rowley | 


Hongkong: The extraordinary saga of the 


one of a number, of unhappy. EL 
Moscow Narodny Bank's (MNB'3) ac- i 


London-registered ^ 
foreign-trade bank i into the world of prop- 
ss finc cingi in 5 



















fold. Former, Hongkong entrepreneur 
Eddie Wong Wing-cheung and his 
Panamanian finance company Paclantic 
Finance have jointly begun an action in 
the Hongkong Supreme Court against Lee 

Kim Yew (also known as Dennis Lee — |. dut 
brother of Singapore Prime Minister Lee | s 
Kuan Yew) ove pam in the sale, on rbe- | 
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Lee sold the.: 
“gross unde 
pany, Thornleigh. 
Wong and Paclantic as joint plaintiffs are 
claiming damages of USS84 million. plus 


Supreme Court; 



























and Lee. 


| m Wong's case, p 
MNB’s brief involvement with Wong 


switched to Hongkong. 
g Decemb 





door limousine with lace antimacassars) 
seems entrenched as a status symbol in up- 
wardly mobile Singapore and Malaysia, 
and the franchise is regarded as the pri- 
mary attraction for potential takeover 
bids. 

Sources cite two main grounds for 
speculation about Cycle as a takeover 
target: rumoured dissent among factions 
of the company's founding Chua family 
and the need to include more bumiputras 
in the ownership structure of the Malay- 
sian subsidiaries in line with the Malaysian 


Governments New Economic Policy 
(NEP). 


ost of the jockeying for takeover toe- 
holds seems to have centred on the 
group’s Cycle and Carriage Bintang 
(CCB) subsidiary, which holds the Malay- 
sian Mercedes-Benz franchise, though 
some observers raise the possibility of 
CCB’s consolidation with another Malay- 
sian subsidiary, 
Cycle and Carriage Malaysia, as part of an 
NEP-inspifed restructuring. 
. General Corp., a  property-cum- 
ánsurance group, has been recurringly 
rumoured to be ready to upgrade its 10% 
stake in CCB to the 49% needed to make 
it a full subsidiary. The Malaysian Em- 
ployees Provident Fund, also with a 1095 
stake in CCB, has been mentioned as 
another possible (albeit unlikely) figure in 
a takeover. And MUI, with its CCL hold- 
ings, cannot be ruled out of the CCB by- 
play. 
But any possible takeover could hardly 


against Lee. According to the statement 
of claim accompanying the writ, Paclantic 
Finance (which Wong controlled via a 
company called El Amdee & Sons) owned 
up to May 1977 390,000 shares of nominal 
value HK$100 (US$12.80) each in the 
HKRC, which were deposited with the 
Singapore branch of MNB “as security for 
loans ‘which. were guaranteed by Mr 
Wong." 

Lee, acting on behalf of MNB, was “at 
all material times in charge and control of 
the intended sale" of the HKRC shares, it 
is claimed. The HKRC owned leasehold 
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Mitsubishi-franchised 





succeed without the Chuas' cooperation. 
Between their direct family holdings and 
the influence they command among the 
firm’s many individual shareholders, they 
could doubtless muster sufficient voting 
strength to fend off any hostile moves, 
either at the parent or the subsidiary level. 
Besides, the Mercedes franchise is widely 
regarded as effectively belonging to the 
family rather than the company, based on 
relationships forged between the Chuas 
and Daimler-Benz as early as the 1920s. 
The formal agreements, of course. 
lodge the franchise with Cycle and Car- 
riage, rather than the Chuas. But one 
Chua family source has shown the 
REVIEW correspondence from Daimler- 


and building rights on Lantau island (off 
Hongkong) and had permission to carry 
out an extensive development project on 
Lantau. The shares deposited with MNB 
represented more than 80% of the total 
shareholding in the HKRC€ and “even on a 
forced-sale basis were worth not less than 
US$90 million," the plaintiffs claim. They 
also:say the leasehold and building rights 
on Lantau were worth not less than 
US$228 million in May 1977. 

MNB entrusted Lee with the task of 
selling the shares and the intended sale 
"should have been advertised widely," it is 





Benz and CCL board-meeting minutes 
spelling out set degrees of family 
shareholding as a precondition for the 
firm's continued holding of the franchise. 

Nonetheless, the Chuas are taking no 
chances of provoking shareholders' ire. 
Despite its lower earnings for the year. 
CCL raised its year-end gross dividend to 
12% in 1983 (versus 10% the previous 
year) and declared a one-for-four bonus 
issue to capitalise S$25 million worth of its 
capital reserves. And chairman Chua 
Boon Peng pledged to step up the firm's 
diversification away from the motor trade, 
setting a 1994 target of 30% of CCL's 
earnings to be derived from non-automo- 
tive endeavours. g 


claimed. But Lee “procured the sale of the 
shares to Thornleigh for only HK$30 mil- 
lion" and the sale was "concluded behind 
closed doors without any proper advance 
publicity." Wong and Paclantic claim the 
sale was "negligently procured." They 
also claim that Lee informed the Hong- 
kong Official Receiver acting as provi- 
sional liquidator to the HKRC at the time 
that whoever bought the HKRC shares 
should not have any connection with 
Wong or his companies. 

It was widely reported around the time 
of the share sale that it had come to the 
notice of Hongkong authorities that the 
MNB was in possession of shares in the 
HKRC (and thus, in effect, of a claim ón 
part of Hongkong territory), after the re- 
sort company had been unable to meet 
some of its financial obligations and the 
bank assumed control of the shares as sec- 
urity for its loans. A widely circulated 
theory at the time was that Peking also 
learned of the situation and put pressure 
on the Hongkong Government to secure a 
rapid transfer of the HKRC shares from 
the hands of the Soviet-controlled bank. 
This theory was supported by strong at- 
tacks which China's official newsagency, 
Xinhua, published at the time on the ac- 
tivities of the MNB in the region. 

After a series of transactions, involving 
Thornleigh and others, the present own- 
ers of the HKRC completed substantial 
residential and leisure developments on 
Lantau. oO 
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omentum ihe Hang Seng Index eed the period 
975.17, up 37.71 points or 4%. Turnover remained 
leavy as fresh buying emerged to mop up profit-tak- 
ng. indicating the markets current firm undertone. 
' wére prices affected by Hongkong Land's pri- 
vate placement of 72. million Jardine Matheson 

ares announced after the close of trading on 12 
län., and, more important, by an outbreak of rioting 
13 Jan. (page 18). Despite the civil disorder, the 
worst since the 1967 riots, the index closed the final 
of.the period down just five points. Gains were 
ross the board with the better property companies 
joying re-ratings. 


JAPORE: There was a pause for breath after 
markets month-long run. Fraser's Industrial 
dex fell 94.43 points to close the period at 6,002.01. 
‘broad range of stocks saw mild setbacks 
he market consolidated its recent gains, selected 
su Med Plantation shares, fuelled by the j 2 
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KUALA LUMPUR The. buying fever which be- 


in early Dec ember 1983 continued, lifting prices 
almost every counter. Turnvoer at 92.3 mil- 
inits worth M$293.4 million (US$125.4 million) 
the heaviest ever. Fraser's 
75.67 points during the period to close at 
69.75. Most analysts felt investors were reacting 
'Tnment and private reports indicating arise of 
n Malaysian export earnings during 1984. 
tö this was traditional bullish sentiment 
‘Lunar New Year. Particularly large gains 
ted by plantation and electrical stocks. 








LIA. Selling pressure mounted after. the 
bullrun. The Australian All-Ordinaries Index 
d at 769.9, a loss of 18 points or 2.28% over the 























nd. metals sector, where disappointing 
| ments are keeping prices in 
' situations are keeping 
s, following the recent 
addition, there are a 
ids on offer with a total 
million (US$181.8 mil- 
ed to remain restrained 
market i is mopped up. 





Activity - and prices moved 
: : market developed New Year 

um and picked: up from where it had left off 
983's close. Talks between NZ Forest Products 
FP), Goodmans and Wattie broke down as 
FP announced it would proceed with its bid for 





lainly from private investors, institutions being 
selective on equities while i interest rates are still 





GKONG was the main gainer in the period to ted as s bullish sentiment jahid 
ntum, not even dented by an outbreak of rioting. Taipei and New Zealand continued to 
sade A while d held its Tecent Pii ground, ! There was a noticeable Vibo e 


| looking reasonably attractive. The NZUC Index 
closed at 1,386.73, up 2.4%. 


Industrial. Index. 


e. downward pressure was most acute in - 


Vattie (page 62). Buying interest is still com- 





TOKYO: on moderate to heavy turnover, the mar- 
ket maintained its record-setting pace. 


active. With little discouraging economic news, many 
analysts were predicting a huge rebound in the profits 
of most industries. Financial institutions, chemicals 
and private railways were among the centres of atten- 
tion, while electricals and drugs lagged. Steels also 
enjoyed a rise. The Nikkei-Dow Jones Average 
closed at 10,150.97, up 97.16 points on the period. 


MANILA: with speculative activity on the wane, - 


only 192.7 million shares changed hands, with vol- 
ume turnover at P33.7 million (US$2.4 million) 
owing to major value contributions by selected blue 
chips. The price trend was up except for oils, whose 
index was off 0.012 of a point in very dull trading. The 
mining index was up more than 30 points and among 
firmer commercial-industrials Philippine Long-Dis- 


tance Telephone, the telephone monopoly (which re- | 


cently declared a cash dividend), rose P3.5. 


BANGKOK: The mid-period surge surprised many 
investors. The financial position looked still far from 
satisfactory as money remained tight and interest 
rates rose. Nevertheless, the market received a lift 
from bargain-hunters who view current prices as at- 
tractive. The market was also fuelled by a certain 
amount of speculation, especially on the cement 


board, helping to clear away.the gloom that has. | 


tended to dominate the trading floor during the past 
few months. Average daily turnover was Baht 24.26 
million (US$1.05 million) as the Book Club Index 
closed the period up 1.07 points at 121.44. 


TAIPEI: Continuing to set records, the weighted 
index reached an all-time high of 791.76 on 13 Jan. 
Both polit ical and economic factors helped boost in- 


vestor confidence. The lack of any major break- 
throughs during Chinese Premier Zhao Ziyang's visit: 


to the’ United States was well received. In addition 





excess reserves in the local banking system also eased — | 
any possible credit crunch, despite the approach of. 


Lunar New Year when funds are usually tight. How- 
ever, anal i 







at 790.75,.up. 10.57 points. Average daily turnover 


billion (US$35.1 million). 
SEOUL: The market rallied slightly amid rumours 


of future government measures to improve trading — 
conditions. The composite index rose 3.36 points to. 
close at 118.66. Average daily volume reached 12. 


million shares. Brokers noted th 


oS 


grows. Generally low prices and additional rumours 
of possible government measures to help financially 
strapped construction firms helped boost the con- 
struction sector’s index by 9.54 points, the largest 
sectoral gain. 


Foreign- | Jam 
ers continued to be buyers, while locals also were | Jan. 


Woolworths 


lysts expect a slight correction as the market. 
approaches the 800 level. The index closed the period. 
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A’ place with scenic beauty and a 
vibrant traditional culture is certain to 
attract tourists — often with disastrous 
consequences for both the landscape and 
the culture. The Balinese village of Ubud 
is perhaps unique among Third World 
tourist destinations in having an organisa- 
tion devoted to protecting the community 
from such a fate. The non-profit Bina 
Wisata Foundation was established in 
mid-1982 to provide tourists with “gui- 
dance and counselling”; its motto is: Ubud 
Indah Lestari (Beautiful Ubud, Preserved 
Naturally). 

Natives presuming to “counsel” money- 
laden Westerners and  upper-crust 
Asians? That it is happening in Bali should 
come as no surprise — the little island is 
widely considered the world’s most resi- 
lient “tropical paradise” because most of 
its 3 million or so inhabitants live totally 
immersed in their unique strain of Hin- 
duism. There are more than 60 religious 
holidays a year, and almost everyone par- 
ticipates. 

But it has become obvious that even 
Bali cannot withstand the impact of tourist 
hordes arriving at an annual rate of about 
a third the island’s population. There has 
been a change of style for many Balinese 
— women who once went bare-breasted 
now wear bras bikini-style and men go to 
the temple sporting Levi jackets — but 
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more threatening is a 
change in substance by 
some (mainly teenagers 
and young adults) at- 
tracted to the Western 
way Of life. 

The fraying of Bali’s 
complex socio-religious 
fabric is evident in the 
thefts (once unheard of), 
the occasional death due 
to drug overdose, and 
the many Balinese now 
in fierce competition for 
the tourist dollar (and 
who turn off tourists with 
their hard-sell ap- 
proaches). 

Most tourists arrive on 
package deals and stay in 
the beach resorts of 
Sanur, Kuta or Legian 
on the island’s southern tip, near the 
main town of Denpasar. Those wanting to 
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see outlying sights — temples, volcanic 
lakes, rice terraces, handicrafts cen- 
tres, electrifying dance troupes — are 


normally shepherded on air-conditioned 
buses. 

Ubud, 25 kms north of Denpasar, has 
the next highest concentration of tourist 
rooms. There are no big hotels, but rather 
small, family-run “losmen” which cater to 
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travellers with some time to explore Bali 
cultural heartland. Most of the island's to 
painters and wood carvers live in Ubud or 
nearby villages, and the area is also well 
known for its dance troupes and tradi- 
tional gamelan orchestras. 

Many tourists probably pass by the 
roadside sign with the words "Tourist In- 
formation" in Ubud's quiet main street. It 
is not labelled as a government operation, 
and it is easy to assume it must therefore 
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be a trap set by someone with vested in- 
terests in certain accommodations and 
shops. But instead, it marks the headquar- 
ters of Bina Wisata, provided with a sec- 
tion of the building rent-free. Staff mem- 
bers dispense free advice and sell, at very 
reasonable prices, maps with excellent 
tips for sight-seeing both on and off the 
beaten track throughout Bali. 


he foundation also publishes, in Eng- 
lish, a *villagers monthly cultural 
newspaper," Napi Orti. It contains articles 
about life in the Ubud area (many written 
by tourists) and Balinese culture, inter- 
views with local luminaries, translations of 
fables, and advertisements placed by 
tourist-oriented businesses. The founda- 
tion's main energisers are its director, 
Nyoman Suradnya, and the newspaper's 
editor, SilvióSantosa. They do it all out of 
ove for Ubud, assisted by five paid staff 
embers. They can also call on a pool of 
volunteers including teachers, lawyers 
and ordinary farmers. 

Nyoman is a well-known artist who 
teaches his craft at Australian universities 
three months a year. That earns him 
enough to support his wife and two young 
children. They live simply — no car, just a 
scooter — and grow most of their own 
food. He has travelled widely in the West, 
and says that, when he returns, “I’m so 
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hyped up my friends have to tell me to 
slow down, slow down.” Then he realises 
once again how valuable Ubud is as a 
place for people of all nationalities “to rest 
their souls.” 

Nyoman points out that the movement 
has gained widespread support in the vil- 
lage. As he talks, several farmers are re- 
pairing the thatch roof; one of them had 
noticed it was leaking the previous day, 
and that morning he brought some friends 
with replacement thatch. “I’m sure if we 
were supported by the government we 
wouldn't have aroused so much interest. 
This is our organisation, for the 8,000 
people of Ubud," Nyoman remarked. 

For Silvio, 36, working for Bina Wisata 
is a sort of atonement for his past. He 
started Bali's first disco, in Sanur in 1970, 
and was also involved in a restaurant and 
several shops. He was glad to provide em- 
ployment, but hated the effects the 
tourists and their money were having on 
the Balinese. Money does not bring happi- 
ness, he discovered. After his disco went 
bankrupt in 1977, he escaped to the peace 
of Ubud and turned to freelance writing 
and photography to earn his keep. He also 
became immersed in the discovery of his 
roots. He comes from East Java, de- 
scended from that group of Hindus who 
did not flee to Bali before advancing Mus- 
lims in the 15th century. When he was 
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growing up, his parents told everyone they 
were Muslims, to avoid trouble. 

Now Silvio (a distinctly non-Balinese 
name) is an expert on Balinese culture. “If 
you really want to know about the culture, 
you have to know how to read the religi- 
ous texts,” he says. His writing for the 
tourists is full of little gems such as: “A 
green snake with red tail sends you di- 
rectly to heaven [no return ticket!|. A 
green snake with yellow tail sends you to 
the hospital for three days. Brown snakes 
are friendly." 

He also frequently gives voice to the 
Bina Wisata theme that tourism should 
complement rather than overwhelm Bali's 
people and landscape. For example: 
“Temple ceremonies are religious, and 
highly respected by every Balinese. They 
are not tourist attractions. The parishion- 
ers are human beings, the priests are not 
your photo models, and the offerings are 
not for an art exhibition. You may join 
them, and be a part of the ceremony. You 
are not visiting a Zoo, are you?" 

— A CORRESPONDENT 
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A lot of our newest ideas are about data communication. 

.. Because at our Advanced Technology Center in Connecticut, we're 
constantly improving the ITT ystem 12" telephone exchanges for both 
iré ac REL. NER RUMOR QA i Ub cU EE 

o0 computers can talk to 
each other as easily as people 
can. 

It was at the ATC and othe 
labs around the world where 
ITT engineers undertook a 
$700 million research and 
development project to make 
oystem 12 the only telephone 
switching system with fully 
distributed control. 

ontrol is spread through- 
out a system. Not locked up | 
a central computer. 

o0 a problem in one area 
m " ANTE ENSEM doesnt become a problem 
..  .To improve telecommunications,were everywhere. 

, advancing technology in integrated circuits, Thanks to its fully digital 

, Programming and artificial intelligence. 14.4 reo circuits and 
modular architecture, System 12 can handle new features and added 
traffic, including data, easily and economically. 

Many of the Integrated circuits System 12 uses were designe ed at the AT 

But that was only the beginning. 
| ocientists are finding ways to pack more tiny circuits on microchips. 
So more software can be programmed into less hardware. 

Engineers are using computers to build new types of computers. 

_ Which will speed up the process for designing the microchips that operate 
* System 12. 

And computer scientists are advancing software technology ana 
artificial intelligence to make System 12 "smarter" to be more adaptable 
in the future. 

Now there are 15 countries that have ordered System 12. And with 
hese new ideas, System 12 will be able to serve them and other countri 
fell into the future. 

Because every new idea helps the future get here a little sooner 
That's something to talk about. 
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Where electronic banking accurately Where Suntory gains almost $1 million by 


reflects your foreign exchange needs. improving foreign exchange management. i: 
The Citi of Tomorrow. Where electronic banking Within one year, Citibank s electronic banking helped gg 

brings you up-to-the-second facts about fluctuating cur- save almost $1 million for Suntory by increasing staff l 

rencies. Facts that identify trends, safeguard capital, and productivity and improving foreign exchange management. E 

are compiled from over 2,400 worldwide Citibank offices. | Suntory, Japan's oldest and largest distiller, uses L 
Case-in-point: Suntory Limited — the largest producer | electronic banking to identify currency trends, obtain 

of Japanese whisky, wine, beer and other beverages — has financial analysis and advice on international markets, and 

been rapidly expanding into overseas markets. To help reach buy or sell decisions on up to 22 currencies and 

Suntory keep up with its growing foreign exchange money market instruments. * 


management needs, Citibanker Tatsuo Umezono Says Suntory President Keizo Saji: “Electronic bank- 
explained how electronic banking could put the latest ing helps us make daily decisions on foreign exchange— 
rates and trends at the company’s fingertips. Read | a vital service for an expanding import/export operation” 
on to learn how. ‘To learn more, contact a Citibank account manager. 










& 1984 Citibank, NLA. Member FDIC 
The Cit of Tomorrow 

and Global Electronic Banking 

are service marks of Citibank, NLA. 


m With the Suntory Museum of Whisky in the background, 

b Suntorys President Keizo Saji (1.) and 

Citibank Senior Vice President Tatsuo Umezono 

consider new ways to implement electronic banking 
for improved treasury management. 
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